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Mar 17 2 17 PH *90 


FB FBI LA 


fBIPX #0010 1372053 


teletype room 


«r. uuuuu 


P 17I912Z MAY 90 


FM FBI . PHOENIX ( 58C-41605,) (P 
TO ■ D tRECTOR FBI /PRIORITY/ 


FBI LOS ANGELES/PRIORITY/ 


UNCL.AS 


SECTION ONE OF TWO SECTIONS 


CITE: '//36 30// 


PASS: PUBLIC CORRUPTION UNIT; SSA 


SUBJECT: ALLEGATIONS CONCERNING U.S. SENATORS ALAN CRANSTON, ET 

AL; CHARLES, H. KEATING, JR., DBA LINCOLN SAVINGS AND LOAN 
ASSOCIATION, AMERICAN CONTINENTAL CORPORATION; CORRUPTION OF 
PUBLIC OFFICIALS - LEGISLATIVE; 00: PH0KN1X-L0S ANGELES. 


RE TELCALL OF SSA 


TO SA 


PHOENIX DIVISION, MAY 16, 1990, AND PHOENIX TELETYPE TO THE 











^--r r >. 




TWO DE FBIPX 0010 UNCLAS 


THE FOLLOWING. IS A SUMMARY OK INVESTIGATION CONDUCTED 'SINCE 


APRIL. 23, .1990: 


HAVE BEEN RECEIVED WHICH WERE 


OBTAINED PURSUANT TO A SUBPOENA. 


ARE PRESENTLY 


BEING REVIEWED. 


PROVIDED 


PURSUANT TO A SUBPOENA, AS WELL A! 



ARE PRESENT). Y BEING REVIEWED 


HAVE. BEEN REVIEWED IN AN EFFORT TO 


DETERMINE 


BEING COPIED AND WILL BE FORWARDED TO THE FBI, PHO-ENfX. ' 

SENATORS MO CAIN, OK CONCTNI AND GLENN HAVE PROVIDED THE FBI 
WITH COPIES OF ALI, THEIR DOCUMENTS PROVIDED TO THE SENATE ETHICS 
COMMITTEE. THE FBI HAS RECEIVED THESE DOCUMENTS THROUGH THE 


OFFICE OF 


U.S. DEPARTMENT OF JUSTICE . 


A PORTION OF THESE DOCUMENTS HAVE BEEN REVIEWED AND THEY 
REFLECT MEETINGS, TELEPHONE CALLS, AND CORRESPONDENCE TO AND FROM 
Charles kkatjng. senator glenn has provided copies of documents 


HE PROVIDED THE SENATE ETHICS COMMITTEE RELATING TO $200,000 








£&9£ THREE DE FBIPX 00.10 UNCt.AS 

CONTRIBUTIONS FROM KEATING IN AUGUST, 1985, AND FEBRUARY, 1986. 

Pll;- ;■ v ".i : r ... . - . • , v 

BtHESE RECORDS ARK CURRENTLY BEING REVIEWED. SENATORS RETGt.fr s 
yto- CRANSTON'S ATTORNEYS, HAVE INFORMED AUSA [ 

^•CENTRAL DISTRICT OF CALIFORNIA, THAT THEY WILL PROVIDE DOCUMENTS 
f .GIVEN TO THE SENATE ETHICS COMMITTEE W I THOUT SUBPOENA. HOWEVER, 
RE.CGLE 'S ATTORNEY HAS STATED HE WI LL ONLY PROVI DE DOCUMENTS . THAT 


ARE "RELEVANT”. AUSA 


HAS REQUESTED THE KB I REVIEW 


THESE DOCUMENTS BEFORE .ISSUANCE OF A SUBPOENA TO RKIGLE. 

DURING THE WEEK OF APRIL 30 - MAY 4,' 1990, THE FOLLOW TNG OTK 
EMPLOYEES WERE INTERVIEWED REGARDING ALLEGATIONS OF A "WHITEWASH” 


OF. THE JULY, 1988 EXAMINATION OF LSI., 



WAS ALSO INTERVIEWED 


HAVE BEEN OBTAINED BY 

SUBPOENA AND LEADS ARK CURRENTLY SET IN ATLANTA, BOSTON, NEW YORK 
AND OMAHA DIVISIONS FOR INTERVIEWS OF EXAMINERS. THERE DOES 


APPEAR TO BE A LEGITIMATE CONCERN ON THE PART OF THE EXAMINERS 















§ PAGE FIVE DE FBI PX 0010 UNCI, AS 

ill ■ ■ .' "0 ''-''V : " ■ • ■ ' ■ ■ . 


PS CONST RA T NT ON THE EXAMINERS, WHICH WOULD NOT ALLOW COMPLETE 
feftBVISW OF ALL THE ASSETS OF LSI... THEY SAJI) ACC/I.SL MANAGEMENT 
fPfWOULD- REFER TO THE MOIJ WHEN CONFRONTED WITH QUESTIONS THEY DID 

|fcv- I : 1 

6 NOT WANT TO ANSWER. 



STATED HE REMEMBERS TELEPHONE CALLS FROM SENATORS 


| CRANSTON AND DECONCINI IN MARCH OR APRIL, 1989, TO 




AND HIS 


"UNWISE" AND THAT 


SAID HE WAS AWARE THE CALLS WERE 


TO HAVE THE CALLS 



DISCONTINUED. LEAD HAS BEEN SET TO NEW YORK FBJ FOR INTERVIEW CjF 

WAS PRESENT AT TWO FHLBB BOARD MEETINGS IN MAY OF 

1988, PRIOR TO THE VOTE BY THE BOARD THAT RESULTED IN TRANSFER OF 
SUPERVISION OF LSI, FROM SAN FRANCISCO TO WASHINGTON, D.C, AND THE 


ADOPTION OF THE MAY 20, .1988, MOD. 


STATED THAI’ 


DURING BOTH MEETINGS, SAID. "IF CHARLES KEATING DOES NOT 
CONTINUE HIS INVOLVEMENT WITH LSI. AND ACC, THE ARIZONA REAL 


ESTATE MARKET WILL FAIL 


THIS STATEMENT IS SIMILAR TO CONCERNS 


VOICED BY SENATORS CRANSTON AND DECONCINI IN TELEPHONE 


CONVERSATIONS WITH 



IN MARCH OR APRIL, 1989. 


DESCRIBED THESE TWO- TELEPHONE CALLS AS IF "THEY WERE READING FROM 


THE SAME SCRIPT’ 


STATE OF CALIFORNIA. 


STATED THAT HE HAD HAD 


CONTACTS WHATSOEVER WITH U. S. SENATORS DE CONCTNT , GLENN, 




|| REtGLE, OR MC CAIN OR THEIR RESPECTIVE STAFFS. 


ADMITTED 


IId CQNTACT WITH SENATOR ALAN CRANSTON, HOWEVER, INDICATED NONE OF 


THESE CONTACTS CONCERNED KEATING OR ANY OF HIS BUSINESS ENTITIES. 
ADMITTED, HOWEVER, RECEIVING A TELEPHONE CALL FROM 



WHO ASKED 


ACC OR LSL ATTORNEY. 


TO ACCEPT A TELEPHONE CALL FROM AN 


COULD NOT RECALL THE NAME OF THE 


ATTORNEY AND INDICATED HE HAD BEEN CONTACTED BY THE SENATE ETHICS 
COMMITTEE AND IN AN EFFORT TO IDENTIFY THIS INDIVIDUAL, HE CAUSED 


A SEARCH OF HIS RECORDS WITH NEGATIVE RESULTS. 



SAID, 


HOWEVER, THIS ATTORNEY TOLD HIM THAT THE SALE OF LSL WOULD BE 
APPROVED FEDERALLY AND HE, THE ATTORNEY, REQUESTED THAT EITHER 



TO ENSURE WALL THAT NO ONE FROM THE STATE OF CALIFORNIA, 
















■iwi ; . .-.*•• X : 


ISp^ge THREE DE FBIPX 0011 UNCI. AS 


STATE OF AR I ZONA. SENATOR DE CONCINl DESCRI BED THE HARDSH CP 


8&S^$T*V v 

lie; 1 : Qifc# c ••'.'* . 


KPtO. ARIZONA THAT WOULD RESULT FROM LAYOFFS AT THE CORPORATION 

AND THE COLLAPSE OF REAL ESTATE PROJECTS UNDERWAY CN THE 


gltSTATE OF ARIZONA THAT WERE SUPPORTED BY ACC. 

§^•1^ y V ■ . . ' ’ • ■ _ 

RfeCALL IF SENATOR DE CONCINl MENTIONED ANYTH ING ABOUT] 

ALSO STATED THAT HE 


COULD NOT 


DTD NOT* INFER 


FROM DE CONCINl 'S TELEPHONE CONVERSATION THAT HE ( DE CONCINl ) 
WISHED] | TO SILENCE ANY CALIFORNIA CRITICS OF THE 

ADMITTED DISCUSSING THIS 


PROPOSED SALE OF LSI.. 
TELEPHONE CONVERSATION WITH 
HE DTD NOT INSTRUCT 


HOWEVER, HE STATED 


TO "TONE DOWN” HIS CRITICISM OF THE 

THAT' SUCH A 


OPERATIONS OF LSL NOR DID HF. RECALL TELLING 
MOVE HAD BEEN SUGGESTED ON THE PART OF SENATOR DE CONCINl, 
PHOENIX AND LOS ANGELES WILL IMMEDIATELY REPORT TO 
HEADQUARTERS ANY SIGNIFICANT DETAILS AS THEY DEVELOP IN THI? 
MATTER. 

BT 


#0011 


NNNN 
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FBI 


TRANSMIT VIA: 
□ Teletype 
D Facsimile 
C2 AIRTEL 


PRECEDENCE: 

□ Immediate 

□ Priority 

□ Routine 


CLASSIFICATION: 

□ TOP SECRET 

□ SECRET 

□ CONFIDENTIAL 

□ UNCLAS E F T O 

□ UNCLAS 

Date 5/3/90 
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7 
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11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 


TO 


DIRECT OR. FBI 
(ATTN: 


TECHNICAL SERVICES DIVISION, 

ROOM 1334, TL#153 ) 

FROM : SAC, PHOENIX (29D-LA-102009) (P) 

SUBJECT: DESERT GEM; 

MAJOR CASE 24; 

BANK FRAUD & EMBEZZLEMENT; 

00: LA/PX 

ALAN CRANSTON; 

DENNIS D. DECONCINI; 

JOHN GLENN; 

JOHN MC CAIN; 

DONALD RIEGLE; 

U.S. SENATORS; 

CHARLES H. KEATING, JR.; 

dba LINCOLN SAVINGS AND LOAN ASSOCIATION, 

AMERICAN CONTINENTAL CORPORATION, 

PHOENIX, ARIZONA; 

CORRUPTION OF FEDERAL PUBLIC OFFICIALS-LEGISLATIVE ; 
00: PX 

Re Phoenix teletype to the Bureau, dated 5/1/89. 
REQUEST OF THE BUREAU 

Technical Services Division is requested to authorize 
and purchase one Kurzweil 5100 optical scanner for use of the 
Phoenix Division. 


3 - Bureau 

\ 0 ) - Los Angeles (2 - 58C-PX-41605) 

4 - Phoenix (2 - 58C-PX-41605) 
RJK/rjk 

( 11 ) 


pA M/ L if 


iWIAlEED I FILED -p- 

MAY 0? 1990 

FBI - LOS ANGELES A 



b6 

b7C 




Approved: 


Transmitted 


Per 


(Number) (Time) 




2 9D-LA— 102009 
RJK/rjk 


Any addition al informatio n nec essary for this requ est 


may be directed to SAA 
Phoenix Division. 


or SA 


BACKGROUND INFORMATION 

Captioned Bank Fraud and Embezzlement investigation 
involves the failure and subsequent takeover of LINCOLN SAVINGS 
AND LOAN (LINCOLN) , Irvine, California. LINCOLN was, at the time 
of the takeover, the third largest savings and loan association 
in the State of California with approximately $5.6 billion in 
assets. LINCOLN was a subsidiary of AMERICAN CONTINENTAL 
CORPORATION (ACC) , Phoenix, Arizona. ACC was a publicly traded 
corporation with majority shareholder, CHARLES H. KEATING, JR., 
acting as Chairman of the Board. KEATING'S immediate family of 
five children and their spouses are also ACC shareholders and 
employees of ACC and LINCOLN at above-market salaries. KEATING 
himself is from a wealthy, prominent family in Cincinnati, Ohio 
with ties to national political figures. 

Three referrals have been received by the FBI in Los 
Angeles and Phoenix, alleging various criminal acts perpetrated 
by a consortium of LINCOLN and ACC employees. Los Angeles and 
Phoenix agents have met and agreed upon a course of investigation 
in which both offices will be primarily responsible for different 
aspects with assistance from the other. 

This is the largest savings and loan failure in the 
history of the United States. The FEDERAL DEPOSIT INSURANCE 
CORPORATION (FDIC) and OFFICE OF THRIFT SUPERVISION (OTS) 
estimates the cost of the LINCOLN failure to be approximately 
$2.0 billion. The United States House Banking Subcommittee, 
chaired by U.S. Representative HENRY GONZALES, held hearings from 
October through January, 1990, into the FEDERAL HOMES LOAN BANK 
BOARD'S (FHLBB) regulation of LINCOLN. This committee has taken 
under consideration the possibility of resuming those hearings to 
focus on the relationship between KEATING/LINCOLN and MICHAEL 
MILKEN Of DREXEL BURNHAM LAMBERT. The committee is also 
considering focusing the hearings and the relationship between 
KEATING/ LINCOLN and the following: MDC/SILVERADO SAVINGS, Denver, 
Colorado; GENE PHILLIPS, SOUTHMARK CORPORATION, Dallas, Texas/SAN 
JACINTO SAVINGS AND LOAN ASSOCIATION, Houston, Texas; and GEORGE 
PAUL, CENTRUST SAVINGS BANK, Tampa, Florida. 

The SECURITIES EXCHANGE COMMISSION (SEC) has initiated 
an investigation regarding the sale of the ACC subordinated 
debenture bonds and the ACC financial condition which supported 



29D-LA-102009 

RJK/rjk 


the bond prospectus. The SEC has devoted 12 investigative 
personnel to this matter and considers the investigation their 
highest priority. 

In August, 1989, the FDIC filed a $1.1 billion civil 
suit against KEATING and numerous officers and directors of ACC 
and LINCOLN alleging various acts of RICO violations. 


On 4/13/89, KEATING placed ACC and 11 subsidiaries of 



ACC and other designated parties have deposited over 
11,000 boxes of documents and 665 rolls of microfilm into the 
depository. This equates to approximately 27.0 million pages of 
documents. Additionally, each party provided indices to these 
documents. The indices alone equate to 20,000 pages. 

Phoenix Division proposes creating multiple computer 
files for both the bank fraud and the public corruption 
investigations on the IWS ITC 386T computer. The files will be 
accessed through the software program Zy INDEX. A flowchart of 
the proposed structure is attached to this airtel. The optical 
scanner will be used to input the following: 20,000 pages of 
indices to access boxes and documents at the central depository; 
FD 302 's and investigative inserts; 900 pages of KEATING'S 
itinerary; FBI communications; and documentary evidence. 

Investigation to date has been delayed in the use of 
the central depository due to the 20,000 pages of indices which 
must be reviewed each time in order to identify a particular box 
of documents. Though the indices are segregated by submitting 
party, it is not divided by topic or subject matter. Therefore, 
if an agent needs to review documents relating to transactions 
with DREXEL BURNHAM LAMBERT, all 20,000 pages must be reviewed in 
order to determine which boxes cover that topic. Use of the 
optical scanner, ZylNDEX and the IWS computer would substantially 
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aid the investigative process by identifying those boxes 
containing the search parameters (e.g. "DREXEL BURNHAM LAMBERT") 
before going to the central depository. 

Another aspect of the investigation involves the 
corruption of federal public officials, namely U.S. Senators 
CRANSTON, DECONCINI, GLENN, MC CAIN and RIEGLE. KEATING met with 
these senators on numerous occasions from 1984 to 1989. 

KEATING ' s itinerary from 1983 to 1990 contains approximately 900 
pages. Each page identifies where KEATING was located, who he 
was meeting with and what was the topic of conversation. Again, 
the investigation would substantially benefit from having the 
itinerary computerized in order to search individuals or topics 
through ZylNDEX. 
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/READ /REF 2 
0043 MR! 00274 

RR RUEHFB FBIDL FBILA 

DE FBTPX #0002 1380506 

ZNR UUUUU 

R 180329% MAY 90 

FM FBI PHOENIX ( 58C-PX-4.1 605 ) (P) 
TO DIRECTOR FBI/ROUTINK/ 

FBI DALLAS/ROUTINE/ 

INFO FBI LOS ANGET.ES/ROUTXNK/ 

BT 

IJNCLAS 



CITE: //3630// 

PASS: SSaI I PUBLIC CORRUPTION UNIT; SAC, DALLAS. 
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SUBJECT: ALLEGATIONS CONCERNING U.S. SENATORS ALAN CRANSTON, 

DENNIS DEC0NCIN1, JOHN GLENN, JOHN MCCAIN, DONALD RIEGLK; CHARLES 
H. KEATING, JR., DBA LINCOLN SAVINGS AND LOAN ASSOCIATION (LSD 
OF CALIFORNIA AND AMERICAN CONTINENTAL CORPORATION (ACC), 

PHOENIX, ARIZONA; CORRUPTION OF FEDERAL PUBLIC OFFICIALS- 
LEGISLATIVE; 00: PX/LA. 
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RE TELEPHONE CALL OF SA 
5/17/90, 


TO SA 


FOR THE INFORMATION OF DALLAS, THIS CASE AROSE FROM A 
MEETING ATTENDED BY THE FIVE U. S. SENATORS WITH 


FEDERAL HOME LOAN BANK BOARD (FHLBB), ON 4/2/87 AND A 
SUBSEQUENT MEETING WITH REGULATORY OFFICIALS FROM THE FEDERAL 
HOME LOAN BANK OF SAN FRANCISCO ON 4/9/87. INVESTIGATION HAS 
SHOWN KEATING WAS A MAJOR CONTRIBUTOR TO THE SENATORS AND DURING 
THE MEETINGS WITH THE FEDERAL HOME LOAN BANK 


AND THE 


FEDERAL HOME LOAN BANK OF SAN FRANCISCO REGULATORS, THEY 
QUESTIONED THESE INDIVIDUALS CONCERNING LSI,. 


AND THE SAN 


FRANCISCO BANK OFFICIALS HAVE BEEN INTERVIEWED AND ALL 
CHARACTERIZED THE CONTACTS BY THE U.S. SENATORS AS UNUSUAL AND 
INAPPROPRIATE. THE DEPARTMENT OF JUSTICE HAS REQUESTED THE FBI 
INVESTIGATE THIS MATTER. 

THE FEDERAL HOME LOAN BANK BOARD 


IN 


5/88 ENTERED INTO A MEMORANDUM OF UNDERSTANDING ( MOU ) WHICH 
TRANSFERRED SUPERVISORY AUTHORITY FROM THE SAN FRANCISCO BANK 
DISTRICT TO THE FEDERAL HOME LOAN BANK BOARD IN WASHINGTON, DC. 
THE MEMORANDUM FURTHER SET FORTH PARAMETER FOR AN EXAMINATION OF 


LSI, WHICH BEGAN IN 7/88, THE EXAM TEAM WAS MADE UP OF FEDERAL 
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HOME LOAN BANK EXAMINERS NATIONWIDE AND SOME OF THESE EXAMINERS 
HAVE BEEN INTERVIEWED. ON INITIATION OF THE EXAMINATION OF LSL, 

THE EXAMINERS PERCEIVED A "WHITE WASH" OCCURRING. THE MOU ALSO 
PLACED A TIME CONSTRAINT FOR THE EXAMINATION TO BE COMPLETED OF 
li/88. 

1 b6 

CURRENTLY EMPLOYED BY THE OTS, DALLAS, TEXAS, b7c 

WAS ASSIGNED TO A "PEER REVIEW COMMITTEE" WHICH NOT ONLY 

EVALUATED THE EXAMINATION CONDUCTED BY THE SAN FRANCISCO 

DISTRICT, BUT WAS ON A COMMITTEE WHICH ULTIMATELY 

RECOMMENDED THREE OPTIONS TO THE EHLBB WHICH EVOLVED INTO THE 

MOU. 

FORMERLY OF THE FEDERAL HOME LOAN BANK OF DALLAS 
' CURRENTLY IS SELF-EMPLOYED AND DESCRIBED IN HOUSE BANKING 

COMMITTEE TESTIMONY OF AS HAVING BEEN "FIRED" 

THROUGH A SMEAR CAMPAIGN AND POLITICAL PRESSURE" BY 
FURTHER TESTIFIED THAT 
REFUSED TO FIRE 

BOTH AND | | HAVE BEEN CONTACTED BY TELEPHONE AND 

HAVE AGREED TO BE INTERVIEWED BY THE FBI ON 5/23-24/90. 

IN VIEW OF THE COMPLEXITY OF THIS CASE, SAC'S DALLAS AND 



PAGE FOUR DR FBIPX 0002 (JNCLAS 

PHOENIX AGREE IN THE TRAVE1. OF PHOENIX CASE AGENT TO DALLAS, 
5/22-25/90 TO CONDUCT THESE INTERVIEWED. NO ASSISTANCE IS BEING 
REQUESTED OF THE DALLAS FB.1 OFFICE. 

BT 

#0002 


NNNN 










/READ /REF 7 
0030 MRI 00226 

PP ft’ 81 AT FBTBS FBICE FBT.LA FBINK FBTNY FBIOK 
DB FBTPX #0004 J 420240 
ZNR UUUUU 
P 220232Z MAY 90 

FM FBI PHOENIX ( 58C-PX-4.1 60S ) (P) 

TO FBI ATLANTA/PRIORITY/ 

FBT BOSTON/PRIORITY/ 

FBI CHARLOTTE /PRIORITY/ 

INFO FBI LOS ANGELES/ROUT.TNE/ 


8 08 




FBISF 


TELET-T.- -.OOM 


FBI NEWARK/PRIORTTY/ 

FBI NEW YORK/PRIORITY/ 

FBI OMAHA/PRIORTTY/ 

FBI SAN FRANCISCO/PR KORITY/ 
FBT SAN FRANCISCO/PRT.ORITY/ 
BT 

UNO F. AS 

CITE: //3630// 


SUBJECT: (ALLEGATIONS CONCERNING U. S. SENATORS ALAN CRANSTON^) KT 
AL; CHARLES H. KEATING, JR., AKA; CORRUPTION OF FEDERAL PUBLIC 
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OFF ICIALS-LEGISLATIVK; 00: PX/f.,A. 

RE PHOENIX TEL TO NEWARK, 4/28/90 AND PHOENIX TEL TO ATLANTA 
5/8/90. 

FOR THE INFORMATION OF RECEIVING OFFICES, DUE TO TIME 
CONSTRAINTS PLACED UPON THIS CASE BY HEADQUARTERS, IT IS 
REQUESTED THAT A TELETYPE SUMMARY BE SUPPLIED TO PHOENIX OF ALL 
INTERVIEWS NO LATER THAN 6/1/90 WITH 302 'S FOLLOWING AS SOON AS 
POSSIBLE. 

BT 

#0004 


NNNN 



/REA D /REE 1.3 
0005 MRT 02480 

RR RUEHFB FBI LA FBIPX FBISE 

DB FBINY #0079 .1440049 

ZNR UUUUU 

R 2 3 2 3 5 2 Z MAY 90 

FM FBI NEW YORK ( 58C-PX-4 1.605 ) (P) ( 0-1.4= ) 
TO DIRECTOR FBI/ROUTINE/ 

FBI LOS ANGEf.ES/ROUTTNE/ 

FBI PHOENIX/ROIJTINB/ 

FBI SEATTLE/ROUTINE/ 

BT 

UNO LAS 


CITE: 

PASS: 


//3540// 



PUBLIC CORRUPTION UNIT. 
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SUBJECT: ALLEGATIONS CONCERN! NG^US SENATORS ALAN CRANSTON, 

DENNIS DECONCINI, JOHN GLENN, JOHN MC CAIN, DONALD RIEGLE;^ 


CHARLES H. KEATING, JR. , DBA LINCOLN SAVINGS AND LOAN ASSOCIATION 


OF CALIFORNIA (LSD AND AMERICAN CONTINENTAL CORPORATION (ACC), 
PHOENIX, ARIZONA; CORRUPTION OF FEDERAL PUBLIC OFFICIALS - 
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REPXTELBTYPB TO NY MAY .1.0, .1 990, NYTELCALL TO SA | 

PHOENIX DIVISION MAY 18, .1990. 

FOR INFORMATION OF SEATTLE, THIS CASE AROSE FROM A MEETING 
OF THE FIVE US SENATORS WITH FEDERAL HOME 

LOAN BANK BOARD ( FHLBB ) ON APRIL .1987. THE SENATORS MET WITH 
OTHER OFFICIALS OF THE FHLBB ON APRIL 9, .1987. INVESTIGATION HAS 
SHOWN KEATING WAS A MAJOR CONTRIBUTOR TO THE SENATORS. DURING 
THE ABOVE MENTIONED MEETINGS, THE SENATORS QUESTIONED THE FHLBB 
OFFICIALS CONCERNING LINCOLN SAVINGS AND LOAN ASSOCIATION (LSD 
AND THE CONTACTS BY THE SENATORS WERE CHARACTERIZED BY AND 

THE OTHERS AS UNUSUAL AND INAPPROPRIATE. 

INVESTIGATION HAS SHOWN THAT THE SENATORS MKT FREQUENT!. Y 
WITH KEATING PRIOR TO THE APRIL 2, 1987 MEETING. DURING THE 
APRTL 9, .1987 MEETING, THE SENATORS WERE INFORMED BY THE 
REGULATORS FROM SAN FRANCISCO THAT A CRIMINAL REFERRAL HAD BEEN 
MADE REGARDING THE MANAGEMENT AND OPERATION OF LSI. . SUBSEQUENT 
TO THIS, SENATORS DECONCINI AND CRANSTON CONTINUED THETR CONTACTS 
WITH REGULATORS IN CALIFORNIA AND WASHINGTON, DC. 

INTERVIEWS OF NUMEROUS EXAMINERS OF THE FHLB SYSTEM, NOW 
OFFICE OF THRIFT SUPERVISION (OTS) REVEALED THAT THERE WERE 
ALLEGATIONS THAT A "WHITE WASH" OCCURRED DURING THE EXAMINATION 
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OF LSI. WHICH BEGAN IN JULY, 1986. 

REFERENCED TELETYPE SET LEADS FOR NEW YORK TO INTERVIEW 

I OF THE NEW YORK HANK 


DISTRICT REGARDING THESE ALLEGATIONS OF A "WHITE WASH”. 
STATED THAT HE RECEIVED SUCH AN ALLEGATION FROM I 


WHO 


WAS INVOLVED IN THE EXAM OF LSI. AND PASSED THE ALLEGATION ON TO 

I THE NEW YORK BANK DISTRICT 


OTS, SEATTLE. 


FOR INFORMATION OF THE BUREAU AND PHOENIX, REFERENCED 
TELETYPE ALSO SET OUT A LEAD FOR NEW YORK TO INTERVIEW 


FHLBB. 


BY KEATING 


MAY HAVE KNOWLEDGE OF A FILE GIVEN GO 
CONTAINING "DAMAGING INFORMATION" ABOUT THE SAN FRANCISCO BANK 
DISTRICT. 


| ALSO ALLEGEDLY RECEIVED "PRESSURE - TYPE” CALLS 

FROM DECONCINI AND CRANSTON IN MARCH AND APRIL, 1969 REGARDING 
THE PROPOSED SALE OF LSI.. 

WHEN 


i |WAS CONTACTED TK LEPHON J.CALL Y TO ARRANGE AN 

INTERVIEW DATE SHE WAS ADVISED THAT THE INTERVIEW WOULD CONCERN 
THE ABOVE-MENTIONED FILE AND TELEPHONE CALLS SHE RECEIVED FROM US 
SENATORS. HEARING THIS, IT WAS I I WISH TO RETAIN COUNSEL 
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PRTOR TO THE INTERVIEW. 

retained! 


A NEW YORK RESIDENT, HAS 


Of DEBEVOISE AND PLIMPTON, WASHINGTON, 

i l 

DC, AND HAS REQUESTED ALL ARRANGEMENTS FOR THE INTERVIEW 

BE MADE THROUGH HER. 

LEAD 

SEATTLE AT SEATTLE, WASHINGTON. INTERVIEW 


OTS REGARDING ANY ALLEGATIONS OF A "WHITE 
WASH" HE RECEIVED RELATIVE TO THE JULY, 1988 EXAM OF LSL. 
SEATTLE REQUESTED TO SUBMIT HIGHLIGHTS OF INTERVIEW TO PHOENIX 
VIA TELETYPE AND FOLLOW IMMEDIATELY WITH FD-302S. 

BT 
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/READ/REF b % 30 3 57 Pff *30 

0074 MR I 01.933 


RR RUKHFB FBI LA FBTPX TElF.T 

DE FBTSE #00.10 JL5022B3 


ZNR UUUUU 
R 30220 1Z MAY 90 

FM FBI SEATTLE ( 58C-PX-4160S ) (P) 
TO DIRECTOR FBI. /ROUTINE/ 

FBI LOS ANGELBS/ROUTINE/ 

FB r PHOENTX./ROUT INK./ 

BT 


UNCLAS 

CITE: //3840: SQUAD 4// 


SUBJECT: ALLEGAT IONS CONCERNING IJ. S. SENATORS ALAN CRANSTON, 

DENNIS DBCONCINI , JOHN GLENN, JOHN MC CAIN, DONALD RIEGLE, 

CHARLES H. KEATING, JR., DBA LINCOLN SAVINGS AND LOAN ASSOCIATION 
OF CALIFORNIA (LSD AND AMERICAN CONTINENTAL CORPORATION (ACC), 
PHOENIX, ARIZONA; CORRUPTION OF FEDERAL PUBLIC OFFICIALS- 
LEGISLATIVE; 00: PHOENIX/LOS ANGELES. 

RE PHOENIX TELETYPE TO NEW YORK DATED MAY 10, ,1.990, AND NEW 
YORK TELETYPE TO DIRECTOR DATED MAY 23, 1990. 
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ON MAY 29, 1990, 


OFFICE OF THRIFT SUPERVISION, WAS INTERVIEWED IN SEATTLE, AS 
REQUESTED IN REFERENCED TELETYPES. 

| ADVISED HE HEARD ABOUT T HE RUMOR OF A ”WH 1'TK WAS H* 
WHO HEARD IT FROM 


FROM 


WHO CHARACTERIZED THE RUMOR AS 


SUBSEQUENTLY TALKED TO| 

HAVING FOUR (4) PARTS. 

1. EMPLOYEES WORKING ON THE EXAMINATIONS WERE TOLD NOT’ TO 
TALK TO PEOPLE BACK IN THEIR HOME OFFICE ABOUT THE EXAMINATION. 

THE LINCOLN SAVINGS 


2 . 


EXAMINATION, TOLD HIS PEOPLE TO ONLY LOOK AT CERTAIN AREAS. 

3. EXAMINERS IN CHARGE OF SPECIFIC PARTS OF THE LINCOLN 
SAVINGS EXAMINATION WERE NOT SUPPOSED TO TALK TO EACH OTHER. 

4. THE EXAMINER FROM PITTSBURGH (NAME NOT RECALLED) 

HANDLING PROBLEM LOANS WAS BEHAVING STRANGELY. HE REVIEWED LOAN 
FILES AND RETURNED HOME TO CLASSIFY THEM WITHOUT FIRST DISCUSSING 
THE LOAN WITH THE LOAN OFFICER. 

DISCUSSED THE RUMORS WITH I 


WHO WAS RESPONSIBLE FOR THE OVERALL EXAMINATION. 
HEARD SOME OF THE RUMORS AND HAD ALREADY HAD 


HAD 

Iand 


b6 

b7C 


b6 

b7C 


LOOK INTO THEM. THESE MEN HAD GONE TO LINCOLN 
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' I b6 

SAVINGS AND TALKED TO THE EXAMINERS ON SITE. ALSO, b7 

SUBSEQUENTLY TALKED TO THE BOARD OF DIRECTORS OF LINCOLN SAVINGS 
ABOUT THE RUMORS AND TOLD HE HAD IT STRAIGHTENED OUT. 

TOLD HE HAD TOLD THE EXAMINERS NOT TO TALK 

TO PEOPLE BACK IN THE HOME OFFICE ABOUT THE JOB, BECAUSE IT WAS 

HIS DESIRE TO KEEP THE EXAMINATION CONFIDENTIAL. DID NOT 

EXPLAIN WHAT HE HAD SAID TO THE LINCOLN SAVINGS BOARD OF 
DIRECTORS OR HOW HE HAD STRAIGHTENED THINGS OUT. 

STATED | | tOLO HIM THAT HE, PERSONALLY, DID NOT 

THINK THERE WAS A COVER-UP, HE JUST THOUGHT SOME OF THE PEOPLE 
WERE INCOMPETENT. LATER, I I LEFT I I wiTH THE IMPRESSION 

THAT THE EXAMINATION ULTIMATELY CAME OUT ALL RIGHT. 

FD-302 TO FOLLOW, 

BT 

#00 1.0 
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008?. MR1 0?377 




RR FBIPX FBI LA 

DE FBI NY #007? 1E>??336 

•/.nr uunuu x 

*7 

R 0.123.1.1 Z JUN 90 

FM FBI NEW YORK ( bttC-PX-4 1.605 ) (P) 

TO fb:i phoenix/routine/ 

FBI LOS ANGK LES/ROUT INK/ 

BT 

UNO LAS 

CITE: //3540/./ 

PASS: . 



i 

j 


SUBJECT: ALLEGATIONS CONCERNING US SENATORS ALAN CRANSTON, DENNIS 

DKCONCINI, JOHN GT.ENN, JOHN MC CAIN, DONAT. D RIEGLK; CHARLES H, 
KEATING, JR., DBA LINCOLN SAVINGS AND LOAN ASSOCIATION OF 
CALIFORNIA (LSI.) AND AMERICAN CONTINENTAL CORPORATION (ACC), 
PHOENIX, ARIZONA; CORRUPTION OF FEDERAL PUBLIC OFFICIALS -• 
LEGISLATIVE; 00: PHOKNIX/LOS ANGELES. 

RERXTKLS TO NY, MAY .10, .1990, MAY ??, .1990 AND NY TEL TO PX, 
MAY 23, 1990. 
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EXAMINERS IN HI S GROUP THAT VOICED CONCERN. 

DOES NOT FEEL THERE WAS, IN ANY WAY, A WHITE WASH OF 


THIS EXAM. HE DOES FEEL THAT IT WAS MIS -MANAGED TO SOME EXTENT 
By| | BECAUSE THE AREAS OF RESPONSIBILITY WERE NOT 

I EXPRESSED CONCERN TO 


CLEARLY DEFINED. 


SCHEDULED TO BE EXAMINED. 


THAT THE HOLDING COMPANY OF LSI. WAS NOT 

FELT THAT THIS WAS ESSENTIAL TO 


AN ACCURATE EXAMINATION SINCE A LARGE AMOUNT OF LOSSES WERE BEING 



LEAD DIRECTLY TO THE CLOSING OF LSL. 
NEITHER 


NOR 


OF LSL AND 


|WK RE INVOLVED IN THE EXAMINATION 
HAD SPOKEN TO HIM 

CONCURRED IN 


CONFIRMED THAT 

REGARDING THE CONCERNS THAT WERE VOICED. 

THE OPINION THAT THERE WAS NO WHITE WASH BUT THAT THE EXAMINATION 
WAS NOT MANAGED WELL DUE TO THE INEXPERIENCE 0f[ 1 IN SUCH A 
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LARGE UNDERTAKING. 
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Market Street, Gateway One, St. Louis, Missouri. After being 


advised of the identity o f the int erviewing Agent and of the 
purpose for the interview,! Iprovided the following regarding 


the 1988 examination of LINCOLN SAVINGS AND LOAN (LSL ) and its 


parent company, AMERICAN CONTINENTAL CORPORATION (ACC): 
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TO : SAC, PHOENIX ( 58C-PX-41605 ) 

PROM : SAC, ST. LOUIS ( 58C-PX-41605 ) (RUC) 

SUBJECT: ALLEGATIONS CONCERNING U.S. SENATORS 

ALAN CRANSTON, DENNIS D. DE CONCINI, 

JOHN GLENN, JOHN MC CAIN, DONALD RIEGLE; 

CHARLES H. KEATING, JR., 

DBA LINCOLN SAVINGS AND LOAN 
ASSOCIATION OP CALIFORNIA (LSL) AND 
AMERICAN CONTINENTAL CORPORATION (ACC), 

PHOENIX, ARIZONA; 

CORRUPTION OF FEDERAL PUBLIC 
OFFICIALS - LEGISLATIVE 
00: PHOENIX/LOS ANGELES 

Re Springfield airtel to Phoenix, 4/2/90. 

Enclosed for Phoenix are the originals a nd one cop y 
each of two FD-302s regarding initial interview of I I 

I Office of Thrift Supervision (OTS) Examine r , and 
regarding additional information later provided byp | Also 

enclosed are original interview notes regarding contacts with 


Enclosed for Los Anaeles are cop ies of FD-302S 


regarding contacts with[ 


This matter is considered RUC at St. Louis. 




2-Phoenix (Ends. 5) 
(2)-Los Angeles (Ends. 2) 
1-St. Louis 
KAW: lgw 
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FEDERAL BUREAU OF INVESTIGATION 


- 1 - 


Date of transcription 6/ 4/ 90 


| | Office of Thrift 

Supervision, DEPARTMENT OF THE TREASURY, 1501 Fourth Averm e. 
Seattle, Washington 98101-1693, telephone | was ad- 

vised of the identity of the interviewing Agent and the nature of 
the inquiry; thereafter provided the following information: 

advised he was born on I I He is 

familiar with allegations of a "white wash," involving an exami- 
nation Of LINCOLN SAVINGS AND LOAN ASSOCIATION which occurred 
around August, 1988. At that time,| 


| | advised in August, 19 88,1 | who was in 

charge of examinatio ns in New Yor k, w as also on a temporary as- 
signment in Dallas. I I told I l of the "white wash" 

allegation s . I stated he subsequently le arned o f the allega- 

tions f rom and, thereafter, talked to | ~| by telepho ne. 

stated ne was in Dallas at the time, and believes | jwas 

in New York. I I was assigned to the examination of LINCOLN 

SAVING S AND LOAN in either Arizona or California. He was report- 
ing to l I the examiner i n charg e of the LINCOLN SAVINGS 

AND LOAN EXAMINATION. Even though [ | was in charge of the ex- 

amination, he had assigned additi onal peo ple to be in charge of 
various parts of the examination. | | had been assigned to look 

at the valuation of earnings of LINCOLN SAVINGS AND LOAN. 

| | stated that at the t ime he talked to 

expressed rne opinion that h e I I thought the examination was 

being run poorly and felt he I I had take n a cha nce talking to 

— | about the "white wash" allegations. | | pointed out 

rour tmngs he thought were indicative of a cover-up. The first 
concerned the instruction that people working on the LINCOLN SAV- 
INGS AND LOAN examination were told not to talk to anyone back in 
their home offi ce abou t the examination. The second concerned in- 
structions f rom|_____n to his people that they were only to look at 
certain areas. The third involved instructions to the examiners 
in charge who were told they were not supposed to talk to each 
other about the examination. The fourth concerned an examiner 
from Pittsburgh (whose name l | can not recall) and his hand- 

ling of problem loans . This examiner was apparently behaving 


Investigation on 5/29/90 


at Seattle, Washington File# 58C-PX-41605 


Date dictated 


5/30/90 
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Continuation of FD-302 of 


On 5/29/90 Page 2 


strangely. He reviewed the loan files while out in the field, and 
then returned back to his office in Pittsburgh to classify the 
loans without talking to the loan officers involved. 


provided the following opinions in response to 
the above-noted allegations . Concerning the instruction for em- 


ployees not to talk to people back in their home office, 
stated there had been possible leaks from within the agency con- 
cerning the LINCOLN SAVINGS AND LOAN examination. CHARLES H. 
KEATING had been complaining about leaks to the press . People 
had construed this restriction as being indicative of a "white 
wash." With respect to the second allegation, the previous exami- 
nation of LINCOLN SAVINGS AND LOAN took over one years. During 
the examination in question, they were trying to concentrate on 
specific problems, i.e. big problems, and therefore had limited 
the sr.ppe of the examination. Concerning the third allegation. 


advised he never understood why the examiners in charge 

were not supposed to talk to each other, since it was impossible 
to conduct an evaluation in one area, without knowing what was 
happening in another. 


L 


stated^ 


| mentioned that with all these things 
put together, people working on the examination had concluded 
there was a cover-up and they we re getti ng the message that they 
were not to find anything wrong. | l expressed his feelings to 

|that he, personally, did not think there was a cover-up, 

but that he [ thought people were just incompetent. For example, 
did not know how to conduct the examination. 


he was con- 
SAVINGS AND 


stated that after talking to 

cerned because he wanted the examination of LINCOLN 
LOAN to be con ducted properly. He, therefore, called his boss, 

. I who was at that time in Washington, D.C. He told 

J there was a rumor going a round o f a cover-up on the LINCOLN 

thought the problem was 
advised thatf (replied 

tvoe of a problem, b ut had not 


SAVINGS AND LOAN examination and f 
attributable to mismanagement. ^ 
he was aware that there was some 


said he had senld 


heard all of the allegations . 

] who was in charge of proble m case resolution in 


3 an individual who works 


& 


Washington, D. C . , and [ 

I I to LINCOLN SAVIN GS AND L OAN to talk to the examiners 

on site j ust two days before. 

I , f had nsr^nnal 1 y talked to the 

told 
back 


stated 


or 


told him he 

He 


examiners 

to tell the examiners not to talk to 't ne peopl e 
in rneir nome offices about the job. Accor ding tof 


had 


these instructions were given as a result of his 
to keep the confidentiality of the job intact. 


desire 
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| | stated he talked to | again a pproximately 

one month later. During that conversation, I 1 stated he had 

gone to LINCOLN SAVINGS AND LOAN ASSOCIATION, talked to t he Board 
of Directors and had go tten eve rything straigh tened out . j 
stated he did not press T | to find out what had said 

to the Board of Directors or to find out how he had straightened 
everything out, as it was none of his business because I I was 

the boss . 


I | stated th at prior to ta lking t o I | he had 

also talk ed to I 1 by talftp honp.. I had a position 

similar to | 1 h owever, ! I at that time, was 

assign ed to Chic ago. I I had performed the same job in Dallas 

before f I and also had been an examiner on the LINCOLN 

SAVING S AND LOAN examination. | 1 stated he wanted to see if 

l had been getting the san) e rumors he had received . | 
advised he learned from| that they h ad not intended to exa- 

mine the holding company , nowever , | | had told his examiners to 

examine the holding company as it needed to be done. | 
stated that, ultimately, the holding company was examined . 

| stated that after the examination of LINCOLN 

SAVINGS. AND LOAN ASSOCIATION was completed, he spoke again to 

I During this conversation, he got the impression from I 

that | | felt the examination ultimately came out all right! 

| | stated he thinks perso nal dfimpan nr 

was another reason for the allsnafinns of pnvp.r-np. 

expressed the opinion that has his own way of doing things 

and sometimes his reas ons are not completely explained to his 
subordinates. | | stated he has no additional information 

relating to the allegations of a "white wash," or pertaining to 
any cover-up. All he heard were the rumors as set forth above. 
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.ALLEGATIONS CONCERNING U.___ , 

yjlVjvx 0'S SENATORS ALAN CRANSTON, 5b W*>£r 
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OHN 'MC'CAIN, DONALD RIEGLE;^ r£*TC «<£■ 
HARLES H. KEATING, JR., dba 
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and American Continental 
(ACC) , 


lA 9 


Phoenix, Arizona; 

CORRUPTION OF FEDERAL PUBLIC 
OFFICIALS -LEGISLATIVE ; 

00: PHOENIX/LOS ANGELES 


Re 5/23/90 teletype from New York to the Director, and 
Seattle teletype to the Director dated 5/30/90. 

Enclosed for Phoenix is the original and one copy of an 


] in Seattle, 


FD-302, reflecting interview of 

Washington, on 5/29/90. Also enclosed for Phoenix are the 
original interview notes of[ 


Los Angeles are two copies of the noted 


L, Enclosed for 
FD-302. 


As all investigation in Seattle is complete, this 
matter is considered RUC. 


<§> 


- Phoenix ( Enc . 3 ) 


- Los Angeles (Enc. 2)yc./ 
2 - Seattle ( 58C-PX-41605/ 
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DK FBTNY 00 13 UNO I. AS 


FOR INFORMATION OF PHOENIX, 


TNTKRVFKWED .JUNK 6 


TO 


CHARLES KEATFNG AND KEATING 'S ATTORNEY, 

DISCUSS KKAT7 NG S ORJECTFONS TO THE FINDINGS OF AN EXAMINATION OF 
LSI.. , KEATING PRESENTED 


WITH A PACKAGE OF DOCUMENTS 


OUTLINING HIS COMPT.A fNTS. THE PACKAGE, OR FT T.E CONS I STED OF A 
COVER MEMO DIRECTED TO 


AND COPIES OF 


NEWSPAPER CUPPINGS WHICH SHOWED, ACCORDING TO KEATING, THAT THE 
SAN FRANCISCO RANK DISTRICT HAD f. EARED CONFIDENTIAL INFORMATION 
TO THE PRESS REGARDING 1.S1.. 


HAS RETAINED A COPY OF THIS 


FILE AND WILL PROVIDE TO NEW YORK ON JUNE R, 1990. FT TS 

OPINION THAT THIS FT T.E IS NOT MEANINGFUL ALTHOUGH FT HAS 


BEEN THE TOPIC OF MUCH DISCUSSION. 

AT. SO CONFIRMED THAtI 


HAD RECEIVED TELEPHONE 


CALLS FROM SENATORS CRANSTON AND DECONCFNT FN APRIL, 1989. 
CRANSTON S CALF. CAME TO I 


AT HIS RESIDENCE TN THE EVENING 


AND DRCONC INF'S CALL FOLLOWED AT APPROXIMATELY 6:00 AM THE 
FOLLOWING MORNING. ROTH SENATORS URGE»| 


TO MEET FORMER 


CONGRESSMAN JOHN ROUSSEF.OT REGARDING HIS PROPOSAF. TO PURCHASE 


I.SL, AND TO GIVE THE PROPOSAL SERIOUS CONSIDERATION 




fWREKDR PRTNY 0013 UNCI.AS 


CHARACTERISED 

fHR CALLS RECEIVED RY AS HIGHLY UNUSUAL IN THAI* TT IS 

GENERALLY VERY DTFF ICUI.T TO GET A SENATOR TO HARR A PERSONAL 
TELEPHONE CALL TO ANYONE. ST NCR HAD PREVIOUSLY NKT WITH 

ROOSSRT.OT SEVERAL T1MKS TO DISCUSS LSI., STATRD THAT THERE 

WAS NO NFR.O FOR ANYONK TO TNTRRVKNK AND ARRANGE ANOTHER MEETING 



AFTER RECEIVING THR CAI.I.S MENTIONED ABOVE, | | T) TRECTED 

TO CONTACT THE STAFFS OK CRANSTON AND UKCONCTNT TO REQUEST 
THEY STOP CONTACT INC HIM RE I.ST.. NO FURTHER CAI.I.S WERE RECEIVED 
AFTER THIS. 

WAS PRESENT AT THR APR TT., I VRH MEETING OP THE PHI.B 
BOARD AT WHTCH THE ENFORCEMENT REVIEW COMMI TTEE ( ERC ) RECOMMENDED 
THAT THE BOARD CONDUCT AN INDEPENDENT EXAMINATION OF T.ST. AND 

OBTAIN A SUPERVISORY AGREEMENT WITH THEM. 

VOTED IN FAVOR OF THIS RECOMMENDATION ANT) VOTED 

AGAINST. DURING THIS MEETING, A MEMBER OF THE 

ERC, STATED THAT THE CONTINUED PRESENCE OF CHARI. ES KEATING AT LSI. 
WAS CRITICAL TO LSI. S SURVIVAL AND TO REMOVE HIM WOULD SURELY HE 
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Office of Th rift Supervision (OTS) , New 

York, New York, telephone ! | was contacted at his place 

of employment. After being advised of the identity t of the 
interviewing Agent and the nature of the interview, 
provided the following information: 
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received a telephone call from 


] stated that in approximately July. 1938 he 


b6 

b7C 

b7D 


ASSddl&tldh (LSL) or caiiEornia.[ 


IthA L ihddlh SAVlhd& Ahd LdAh 
lwas working on an 

7 a j -i i 


unrelated matter in Dallas, Texas at the time of the telephone 
call. 


] recalled that [mentioned tha t 


] 


the exam was a white wash. 


\ concerns that 

After discussing the matter with 
] both agreed that the proble ms concer ning 



the t iST ■ examination were related to the inexperience 


3 


and his inability to effectively manage the 


exam rather than an attempt to white wash the findings. 


|did, however, pass on the con car 

also of the New York FHLB Distr ict. 
Califor nia at this time for a mee ting, f 
relayed the information to 


1 sta 


s to 
was in 
ated that 


b6 

b7C 


P» Washington. 


concluded that n either he nor 
involved in the LSL examination and 


any white wash was attempted during the exam. [ 


does not 


District Director of the OTS in Seattle, Washington. 


were 
believe that 
is now the 


Investigation on 5/16/90 at New York, New York F ile # 58C-PX-41605 - *) j 
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Date dictated 5/18/90 
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| Office of Thrift 

Supervision, Department of the Tre asury. 10 Exch ange Plac e. Jerse y 
City, New Je rsey 07302. telephonel lext ension l 

home addr ess I New York 11550, 

telephone voluntarily appeared at the New York Office 

of the Federal Bureau of Investigation. After being advised of 
the identi ty of t he interviewing Agent and the nature of the 
interview, | | provided the following information: 

| th e Feder al 

Home Loan Bank (FHLB) New York, New York. At this time. I I was 

assigned to take part in an independent examinatio n of the LINCOLN 
SAVINGS AND LOAN ASSOCIATION OF CALIFORNIA (LSL) . I 



stated that although this exam was meant to be 
conducted by expert examiners fr om around the country, a few 
examiners | ~|had minimal experience. | 

stated that | | 

| While conducting cert a in 

tests, the examiners were instructed to stop at points where they 
normally would continue. Because of the unique way the exam was 
structured, divided into three separate areas of responsibility, 
a duplication of work would have resulted unless each team 

remained within t he examination areas they were specifically 

responsible for. I 


admitted that the exam was poorly organized. 


was not advised ot t 
impacted on his own. 


Lngs m th6 6th&r areas wmcn may nave 
lwas concerned that the holding company 


Investigation on 5/31/90 


New York, New York F jie # 58C-PX-41605 - ^ 
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Date dictated 
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for LSL was not scheduled to be examined by any of the three 
teams. Although the holding company represented only five percent 
of LSL' S Assets, a large amount of losses were being attributed to 
it. 


I I tel enhnni cal 1 v contacted I I 

I | regardin g his 

concern that the holding company was being overlooked. I l 


never believed that there was any attempt to white wash the 
findings of this exam but rather , stated that the exam was 
managed poorl y due to the relative inexperience 
a large exam. 


Oth er examiners from the New York District assigne d to 
the e^am were I 


P 


At the conclusion of the exam, the examiners concurred 
with the negative results of a previous exam that was conducted by 
the San Francisco Bank District and LSL was placed into 
receivership in 1989. 


stated that because of his concerns, the holding 

was not involved with the 


company of LSL was examined, 
examination of the holding company. 
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1 ( does not know if it wa s a conincidence or b y 

design, but shortly after he contacted[ — — 


his concern about the holding company being overlooked, he 
received a letter from 


about 


Home Loan Bank,. Office of ReguIafnrv-J&olicyT 


August 17, 1988, requested that|_ 


$ 


Federal 

The letter, dated 


ot discuss matters relating 


to the LSL exam wi th anyo ne except other members of the 


examination team. 

copy of this letter. 


provided the interviewing Agent with a 
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1 1 FEDERAL HOME LOAN BANK fFHLB) BOARD . \ 


| 

|New York, 


b6 
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New York, New York 


telephone! 


10024, 

voluntarily appear ed at the New York Office of the' Fed eral Bureau 
of Investigati on. I I a ttorney. I I W ashington. 

D.C., telephone ! | had agreed to have | interviewed 

without being present. After being advised of tne identity of the 
intervie wing Agent and that the interview concerned event s that 


occurred 
the following information: 


1 provided 



In late 198' 

Jr 



that. Charles KEATING, doing business as 
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alleging that he was being harassed by examiners from the San 
Francisco Bank District. The examiners had been inside his 
institution for eighteen months and KEATING was not happy with 
their findings. 


-i.il CQ 1 . y -LZ7 O O , wailteu tu toUtJCUS- UttlbUildliy W LI 1 

1 1 about his 

comolaints butl I refused 1 

-o rp.p. him- 1 

asked 

to see KEATING and 


| agreed. 

Present at the meeting were Keating, 

i 


□ 


KEATING'S attorney, 


specifically recall ! _ 

at. this meeting. This was the only meeting with KEATING that 


did not 

being present 


ever attended. 


During the meeting, KEATING presented his case that he 
was. being harassed by the San Fran cisco Di strict and stated that 
LSL was solvent. KEATING provided I I with a package of 
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documents, approximately 1/2 inch thick, related to his argument. 
The package, or "file" as it has been called, consisted of a two 
or three page cover memo and attachments. The cover memo, which 


was on AMER ICAN CONTINENTAL CORPORATION letterhead and was 


directed to 
KEATING ' S complaints 


outlined 


it detailed certain findings of the 
examiners and KEATING'S responses to those findings. KEATING also 
alleged that the San Francisco District had leaked confidential 
information regarding LSL to the press. The attachments to the 
memo were copies of press clippings which KEATING thought 
supported this allegation. 


The "file" consisted only of the cover memo and copies 
of press clippings. It did not contain copies of the examiner's 
findings or copies of any examination documents. 



r 


| discussed t 


both read the file 

the meeting and g ave it t o 
for him to read. 


~i nfa i -no r] 


stated mat. 


and 


They 


serious matter. 


After giving the* file to 1 1 

1 of his meetina wit. 

keat: 

ENG 

and the file which KEATING had provided. Subsequently,! 


[_ 


both request ed copies o f the file. I b elieves that the file 

was still in | [custody when these requests were received. 


the position of 


1 


stated that 
rokering copies of 


did not want to be put into 
this file to others so 


approximat ely one week after his meeting wi th KEATI NG he 


1 to retrieve the file from |and return it 

] thought that if KEATING wanted anyone else to 


instructed 

to KEATING." 

see the file he could give it out himself. 

| went to seeJ 


When 


origina l file and two copies. 

H telephonically contacte 
come an d take back the file an<^ 




did 


she was given the 
not copy the file, 
a nd reque sted that he 


aid. [ 


instructed 


]to destroy the two copies and it was her intention to do 

1989 , [ 


so. However, in Mav 


discovered the two copies and realized that 

she had forgotten to destroy them. By this time, the "file" had 


become the topic of much discussion and curiosity. Q 


to destroy one of the copies and sh e retain ed the other. 


copy is still in her possession andf 

— -C .1 X. J _L- _ • t ‘ ! 1 


copy of it to the interviewing Agent, 


decided 

This 


agreed to provide a 


b6 

b7C 


b6 

b7C 


b6 

b7C 






• • 

FD-302a (Rev. 11-15-83) 


58C—PX— 41605 


Continuation of FD-302 of 


On 6/6/90 Page 


b6 

b7C 


stated that she has not sho wn this f ile to anyone 

because no one has ever asked her to see it. I I did not 

provide a copy of the file to | I or anyone else. 


| has stated that she has seen the file and based on the fact 
that she described it ac curately during her t estimony before the 


Senate Ethics Committee, 
file. 


believes that[ 


did see the 


t stated that | | never asked her to check with 

KEATING berore disseminatng copies of the file because 
disseminating copies was not considered. That is the reason why 
the file was returned to KEATING. 


It is | | opinion that the contents of the file are 

not meaningful and too much was made of this "secret file". 


by[ 


— was next asked about any telephone calls received 

regarding the proposed sale of LSL to an investmen t 


group headed by former Congressman JOHN ROUSSELOT . 
recalled being contacted at her home bv I I one evening 


T 


m 


told her that he 


April, 1989 at approximately 10:30 PM. 

had just received a telephone call at his Arlington, Virginia 
apartment from Senator Alan Cranston regarding the pro posed 
ROUSSELOT acquisition of LSL. CRANSTON requested that ] 
the proposal every considera tion and work with ROUSSELOTT 


give 


the matter. 


in| 

| presence 
.m again. 

meet with ha 


meet with ROUSSELOT to discuss 


had already met with ROUSSELOT several times 


stated that 

this telephone call from CRANSTON 
since his telephone nu mber was unlisted. 
gotten the number from 


JSToN at 


was surprised to have received 
at his residence, particularly 
CRANSTON h ad apparently 


arrange a meeting. 


re quested 


that 


locate ROUSSELOT and 
did so and a breakfast meeting was 
arranged for the next day at the University Club in Washington, 

D.C.. 
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On the following morning a t approximately 6 :00 AM 
received another telephone call from I I told her tnat 


he had just received a telephone call at his apartm ent fro: 




Senator DENNIS DeCONCINI. DeCONCINI also requested 
the ROU SSELOT proposal serious consideration. DeCONCINI told 
that this sale would be good for the State of Arizona 

[ 


to give 


because of LSL'S large real estate holdings there. 
DeCONCINI that a breakfast meeting was already arranged. 


advised 




I 
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stated that the amount of attention the ROUSSELOT 


issue 


3 as receiving from two United States Senators disturbed 
During the time the ROUSSELOT proposal was before the 


Board, | ^had received several ot her tele phone calls from the 

offices of CRANSTON and DeCONCINI but I ~| stated that no more 

than three calls were from the Senators themselves. 


. After receiving the calls at his residence from CRANSTON 
and . DeCONCINI , and af ter the b reakfast m eeting w ith ROUSSELOT 
(which was uneventful) I I instructed ! I to contact the 

Senators' offices and tell them that he was aware of their 
interest in the ROUSSELOT proposal and to re quest th at they stop 
contacting him regarding that matter. After P I made this 

request no further calls were received from CRANSTON or DeCONCINI 
regarding LSL. 


cons-j de-TAd thA (-.alia frnm thA Ssnal-nrs t.n I" 


to be highly unusual, 


if 


it is 


very difficult to get a United States Senator to make a te lephone 
call in support of an issue for any reason. In this case,r~^ 

J J *1-1 _ I _ * -1 r~ I « • .11 


had received calls at his residence from two Senators within a 24 
hour time period and it was evide nt that th e Senators had to 


expend some effort to even obtain 


telephone number. 


I I stated that the sale of LSL to ROUSSELOT did not 

occur. During their meetings with ROUSSELOT, ! I 

found him unable to answer many substantive questions related to 
the acquisition. It was suspected that ROUSSELOT was perhaps 
attempting to purchase LSL on behalf of CHARLES KEATING. The 
attorney who accompanied ROUSSELO T to several of the meetings with 
| ~l was better able to answer 

questions that | | felt a prudent investor would know the 

answers to. 


I | s tated that the Enforcement Review Committee 

(ERC) comprised of! I 

1 (investigated the conflict between KEATING and the 

san Francisco District. At the April, 1988 FHLB Board meeting the 
ERC recommended that a new examination of LSL be conducted by 
impartial experts from within the FHLB system. If the exam showed 
that KEATING'S allegations were true and that LSL was solvent, LSL 
would be p ermitted to be sup ervised by a District other than San 
Francisco. I 1 under the recommendation, would be the 

Supervising Agent for LSL during the time of the examination. 
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recalled that during this meeting, | |stated that the 

continued presence of KEATING at LSL would be critical to LSL'S 
survival and to remove him would surely be harmful to the Arizona 
real estate market. 


and 

examination. 


The Board voted on the ERC / s re commendation with 


voting in favor and 


voting against a new 


Affidavit whic 


provided the interviewing Agent with a copy of an 


r hi ch she h ad provided to the Senate Ethics Committee in 
April, 1990. I 1 a lso agre ed to provide a copy of the "file" 


provided by KEATING to 


at their meeting in early 1988. 


At the conclusion of the interview 


stated that 





UNITED STATES DEPARTMENT OF JUSTICE 
FEDERAL BUREAU OF INVESTIGATION 


AIRTEL 


DATE: 6/8/90 



SAC, PHOENIX (58C— PX-41605) 

ADIC, NEW YORK (58C-PX-41605) (RUC) 


SUBJECT: ALLEGATIONS CONCERNING U.S. SENATORS ALAN CRANSTON, 

DENNIS DECONCINI , JOHN GLENN, JOHN MC CAIN, DONALD 
RIEGLE; CHARLES H. KEATING, JR., DBA LINCOLN SAVINGS 
AND LOAN ASSOCIATION OF CALIFORNIA (LSL) AND AMERICAN 
CONTINENTAL CORPORATION (ACC) , PHOENIX, ARIZONA; 
CORRUPTION OF FEDERAL PUBLIC OFFICIALS - LEGISLATIVE; 
00: PHOENIX/LOS ANGELES. 


RE Phoenix teletype to New York, 5/10/90. 


Enclosed for Phoenix a re the original and two copies of 
FD-302s reflecting interviews ofQ 


f 


^ the original interview notes for each 

interview, and a copy of a "file" th at was provided by 
This file was given to | | by CHARLES KEATING during a 

meeting in January, 1988. Enclosed for Los Angeles is one copy 
of the above mentioned FD-302S. 


Referenced Tel etype als o requested that[ 


interviewed by New York. 


] be 


is now the District Director of 


the Office of Thrift Supervision in Seattle, Washingt on and New 
York set out the lead to Seattle to interview| \ via a 

teletype dated 5/23/90. 

Since no further investigation remains at New York, 
this matter is being considered RUC. 


GV 
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FROM FBI LOS ANGELES (58C-PX-41605) (SARA-1) (P) 

TO FBI WMFO (58C-PX— 41605) /ROUTINE/ i./V/'ye 

FBI PHOENIX (58C-PX— 41605) /ROUTINE/ & /“Hr fa O 

BT 

UNCLAS 

SUBJECT: ALLEGATIONS CONCERNING U.S. SENATORS ALAN CRANSTON, 

DENNIS D. DECONCINI, JOHN GLENN, JOHN MCCAIN, DONALD RIEGLE? 

CHARLES H. KEATING, JR. , DBA LINCOLN SAVINGS AND LOAN ASSOCIATI^N-y 
OF CALIFORNIA AND AMERICAN CONTINENTAL CORPORATION, PHOENIX, f Sfyl' 
ARIZONA? CORRUPTION OF FEDERAL PUBLIC OFFICIALS - LEGISLATIVE 
OO: PHOENIX/LOS ANGELES. 

RE WMFO AIRTEL TO LOS ANGELES DATED 4/17/90. 

FOR INFORMATION OF WMFO, INVESTIGATION HAS SHOWN THAT AT 
LEAST TWO AIDES OF CAPTIONED SENATORS TRAVELED TO PHOENIX, 

ARIZONA, TO VIEW THE AMERICAN CONTINENTAL CORPORATION (ACC) 
OPERATIONS, AND THAT AT LEAST ONE OF THE AIDES TRAVELED AT ACC 
EXPENSE. 

ON 6/4/90,1 




CONGREGATIONAL AFFAIRS, FBIHQ, (202) 
324-4515, ADVISED THAT SENATE PUBLIC FINANCIAL DISCLOSURE REPORTS 
SHOULD BE OBTAINED FROM THE SECRETARY OF THE SENATE THROUGH WMFQ. 
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PAGE TWO (58C-PX-41605) LOS ANGELES UNCLAS 

LEADS WMFO, AT WASHINGTON, D.C.: OBTAIN COPIES OF SENATE 

PUBLIC FINANCIAL DISCLOSURE] REPORTS FOR THE YEARS 1984 THROUGH 
1989, FOR THE FOLLOWING INDIVIDUALS: 

(1) SENATOR CRANSTON'S AIDES 


(2) SENATOR DECONCINI'S AIDES 


(3) SENATOR MCCAIN'S AIDES, 


(4) SENATOR GLENN'S AIDE, |_ 

(5) SENATOR RIEGLE'S AIDES, 


(6) SENATE BANKING COMMITTEE STAFFER 


OBTAIN COPIES OF FINANCIAL DISCLOSURE REPORTS FROM THE 
OFFICE OF GOVERNMENT ETHICS FOR THE YEARS 1987 THROUGH 1989, FOR 
FEDERAL HOME LOAN BANK BOARD (NOW KNOWN AS THE OFFICE OF THRIFT 


SUPERVISION) 
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Date 6/11/90 
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FM FBI LOS ANGELES (58C-PX-41605) (SARA) (P) 
TO DIRECTOR FBI/ROUTINE/ 'r > *s»“ s ‘ 

FBI WMFO/ROUTINE/ 


BT 

UNCLAS 

CITE: //3410 : 0670// 

PASS: SSA 


PUBLIC CORRUPTION UNIT. 


SUBJECT: ALLEGATIONS CONCERNING U.S. . SENATORS ALAN CRANSTON, 
DENNIS DECONCINI, JOHN GLENN, JOHN MCCAIN, DONALD RIEGLE; CHARLES 
H. KEATING, JR. , DBA LINCOLN SAVINGS AND LOAN ASSOCIATION OF 
CALIFORNIA AND AMERICAN CONTINENTAL CORPORATION, PHOENIX, 

ARIZONA; CORRUPTION OF FEDERAL PUBLIC OFFICIALS - LEGISLATIVE; 

OO: PHOENIX/LOS ANGELES (58C-PX-41605) . 

CHARLES KEATING, JR., CHAIRMAN, AMERICAN CONTINENTAL CORPORATION, 
PHOENIX, ARIZONA; UNSUBS, PRINCIPALS AND OFFICERS OF AMERICAN 


3 - Los Angeles 

(1 - 58C-PX-41605) 
(1 - 56C-LA-101615) 
(1 - 58A-LA-111204) 

JAJ/cpt 
ill 


SEARCHED — 

INDEXED — — 

r TgSP„ ^ 
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PAGE TWO (58C-PX-41605) 

CONTINENTAL CORPORATION; UNSUBS, PRINCIPALS AND OFFICERS OF 
LINCOLN SAVINGS AND LOAN ASSOCIATION, IRVINE, CALIFORNIA; 
ELECTION LAW VIOLATIONS; 00: LOS ANGELES (56C-LA-101615) . 

THE FEDERAL HOME LOAN BANK 


BOARD, WASHINGTON, D.C.; CHARLES H. KEATING, JR., DBA LINCOLN 
SAVINGS AND LOAN, IRVINE, CALIFORNIA; CORRUPTION OF FEDERAL 
PUBLIC OFFICIALS - EXECUTIVE BRANCH; 00: LOS ANGELES (58A-LA- 

111204) . 

1 'telcall to public 


RE SANTA ANA SA| 
CORRUPTION UNIT SSA 


ON 6/8/90, AND SAI 


ON 6/8/90. 


TELCALLS WITH WMFO RELIEF SUPERVISOR 

AS DISCUSSED IN REFERENCED TELCALLS, LOS ANGELES SA'S 

INTEND TO TRAVEL TO WMFO 6/18/90 


THROUGH 6/23/90 FOR THE PURPOSE OF CONDUCTING INTERVIEWS IN 
CAPTIONED MATTERS. INTERVIEWS ARE PLANNED OF THE FOLLOWING: 


1 . 


CALIFORNIA TAX-EXEMPT ORGANIZATIONS CENTER FOR PARTICIPATION IN 
DEMOCRACY AND ORGANIZING INSTITUTE. CPD AND 01 RECEIVE DIRECTLY 
OR INDIRECTLY $725,000 FROM AMERICAN CONTINENTAL CORPORATION IN 


1987 AND 1988. 




2. 




WILL BE ASKED ABOUT CRANSTON'S OFFICE'S CONTACTS WITH 



THE FEDERAL HOME LOAN BANK BOARD ON BEHALF OF CHARLES KEATING 




PAGE THREE (58C-PX-41605) 
3. 


WILL BE INTERVIEWED REGARDING HER TELEPHONE CALLS TO FHLBB 

ON BEHALF OF KEATING, AND HER TRAVEL TO 


PHOENIX, ARIZONA, IN APRIL 1987 AT AMERICAN CONTINENTAL'S 
EXPENSE. 


4. 



WILL BE 


INTERVIEWED REGARDING SERVICES RIEGLE'S STAFF PERFORMED ON BEHALF 
OF KEATING AND REGARDING 


TRAVEL WITH RIEGLE TO VISIT 


KEATING IN PHOENIX IN MARCH 1987. 

5. 


LOBBIED SENATOR 


CRANSTON AND PERHAPS OTHERS IN EARLY 1989 REGARDING KEATING'S 
DESIRE THAT THE FHLBB APPROVE THE SALE OF LINCOLN SAVINGS. 

6 . 


FHLBB. 


REPORTEDLY LOBBIED THE FHLBB ON BEHALF OF KEATING REGARDING 
KEATING'S PROPOSED SALE OF LINCOLN SAVINGS IN 1989. IS 


ALSO REPORTEDLY KNOWLEDGEABLE ABOUT THE CIRCUMSTANCES OF 


7. 


8 . 


IS REPORTEDLY KNOWLEDGEABLE ABOUT 


KEATING'S SUCCESSFUL ATTEMPT TO HAVE 


b6 

b7C 


b6 

b7C 



PAGE FOUR (58C— PX-41605) 


'i 


NO ASSISTANCE OF WMFO IS REQUIRED. SAC, WMFO, AND SAC, LOS 
ANGELES CONCUR WITH PROPOSED TRAVEL. 

BT 
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1 

FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 6/1/90 


I I 300 C apitol Mall, Suite 350, Sacramento, 

California/ | was contacted by teleph one. A fter 

being advised of the interviewing agent's identity, | | 

provided the following information: 


advised that 


CALIFORNIA DEMOCRATIC PARTY, and that in 19861 

i 1 


thy 


I I was asked whether he knew where the CALIFORNIA 

DEMOCRATIC PARTY records relating to a contribution made by 
AMERICAN CONTINENTAL CORPORATION (ACC) in October 1986 were 
located, so that a subpoena co uld be obtained for the purpose of 
obtaining the documentation. I I responded that no subpoena 

would be necessary and that he would provide a photocopy of the 

check in question. | | stated that party maintained no record 

of who solicitated the contribution. 


| (explained that all contributions to the CALIFORNIA 

DEMOCRATIC PARTY went to one bank account, and then were 
disbursed to various projects, such as "Get Out the Vote" 
projects. 
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| | stated that he believed that the most 

knowledgeable persons about tho 1986 "Co-h rm-t- fho vnfo» d-r-i-tro toc 

I stated he w ould attempt 

ro locate telephone numbers for | | 

I advised that he would also look for any 
documentation relating to the October 1988 lease of computer 
equipment to the CALIFORNIA DEMOCRATIC PARTY from the Center for 
Participation in Democracy, and would provide such documentation 
to the Federal Bureau of Investigation. 


Investigation on 5/24/90 at 



Santa Ana, California 
(Telephonic) 


Date dictated 


File # 58C-PX-41605 - 


5/24/90 


he 

hlC 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 


6/27/90 


JOHN ROUSSELOT , date of birth November 1, 1927 , was 
interviewed at his place of business, ALCADE AND ROUSSELOT, 

1901 Fort Myer Drive, 12th Floor, Rosyln, Virginia, (703) 841-0626. 
After having been advised of the identities of the interviewing 
agents and the nature of the interview, ROUSSELOT provided the 
following information: 

ROUSSELOT advised that he was elected to the United 
States Congress in 1970, representing the 26th District in 
California, and served in Congress through January, 1983. In 1983, 
ROUSSELOT was the Special Assistant for Business Liaison to 
President RONALD REAGAN. For the period 1985 through 1988, 
ROUSSELOT was the President of the NATIONAL COUNCIL OF SAVINGS 
INSTITUTIONS (NCSI) , a trade association of savings banks and 
savings and loan associations. ROUSSELOT said he has been employed 
at ALCADE AND ROUSSELOT (on and off) since 1983. 

ROUSSELOT stated that he knew BILL KEATING when they were 
together in Congress, and BILL KEATING first introduced him to 
CHARLES KEATING in approximately 1974. ROUSSELOT stated that he 
has been familiar with LINCOLN SAVINGS AND LOAN (LSL) for a long 
time, because former LSL owners ROY CROCKER and DON CROCKER were 
constituents of ROUSSELOT when he was in Congress. ROUSSELOT added 
that ROY CROCKER was active in ROUSSELOT' s 1970 campaign for 
Congress . 


ROUSSELOT advised that within a couple of months after 
CHARLES KEATING purchased LSL in 1984, KEATING and other AMERICAN 
CONTINENTAL CORPORATION (ACC) executives hired ROUSSELOT' s firm to 
monitor legislation. ROUSSELOT added that in 1984, ROUSSELOT was 
also doing consulting work for the RONALD REAGAN presidential 
campaign. ROUSSELOT said he or his firm worked for KEATING and ACC 
through April of 1989, from time to time. 


On behalf of ACC, ROUSSELOT consulted with FEDERAL HOME 
LOAN BANK BOARD (FHLBB) members regarding their position s on rules 
and regulations. ROUSSELOT explained that he kne w FHLBB | 


to get 


I prev iously, and he would contact 


on behalf of ACC 


p pinion on what would happen regarding certain rules 

and regulations. ROUSSELOT said that the issues ACC was concerned 
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Investigation on 

i 

by 


6/19/90 


at 


Rosyln, Virginia 


File# 


LA 58C-PX-41605 


■n 


tfK SA 1 


U4. 

MAJ/lkh 


Date dictated 


6/25/90 
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with were primarily related to direct investments. ROUSSELOT 
said that most of his effort during the last year he worked for 
ACC was to find a buyer for LSL. ROUSSELOT said this effort 
began in approximately January, 1988. ROUSSELOT stated that he 
had no involvement in selections made to the FHLBB. ROUSSELOT 
add ed he was invite d by the White House to attend the I 
and | I swearing in ceremonies. ROUSSELOT explained 

that he was not aware of am 


1 Y lobbying by KEATING regarding the 
\ nominations t o the FHLBB; 


although, 
and possibly others, 


KEATING \ 

probably mentioned ACC's interest in these nominations to 
ROUSSELOT. ROUSSELOT said he believed ACC executives had talked 
to White House Chief of Staff DON REGAN about I I ROUSSELOT 

added that sometime after REGAN had left the White House, 
ROUSSELOT had a discussion with REGAN about his efforts to get 

to become more reasonable. ROUSSELOT emphasized that he did 


no lobbying regardin g FHLBB n ominations or regarding ACC's 
dissatisfaction with 


t 


ROUSSELOT said that in late 1985, there was talk that 
would leave his posi tion in approxi mately December, 1986. 


In late 1985, the FHLBB 's 


1 met with KEATING. The 
[meeting, ROUSSELOT met with 
D.C. ROUSSELOT 


night before this KEATING} 

KEATING at the Four Seasons Hotel m Washington, 


said KEATING mentioned to him at thi s meeting that he would be 


meeting the next day with[ 
ROUSSELOT explained thatl 
a "nebulous way" about [__ 
be interested in a job. 
and discussed| ‘ 
and | I told ROUSSELOT ?bout 


1 to discuss 


future . 
KEATIN G in 
]might 


,had discussed with T 

leaving the FHLBB and that[ 

ROUSSELOT said I I and KEATING met 

] coming to work for LSL or ACC. Both KEATIN G 


ROUSSELOT said KEATING and P Itold h im 

she would discuss the matter with ! | and 

to KEATING regarding the job possibilities . 


3 is meeting wi thf 
told h im I phatl 


thafcL. ] ~ 

| |would get 


said 

back 


ROUSSELOT stated he met KEATING 
president of the NCSI and then later as a 


quite a few times as 
lobbyist. 
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ROUSSELOT stated he could not recall any meetings in 
July, 1986, with KEATING; although, KEATING may have asked 
ROUSSELOT for advice. ROUSSELOT said he ha d discussed many 
things with KEATING, probably including the I 

nominations to the FHLBB . ROUSSELOT said KEATING "might" have 
mentioned that KEATING was in contact with DON REGAN regarding 
the 1986 FHT.Rtt nnnri r.ai- i nns . ROUSSELOT said KEATING supported 
| ROUSSELOT stated that NORMAN D' AMOUR 


might be more knowledgeable about this, because D' AMOUR handled 
the LSL account when ROUSSELOT was president of the NCSI. 

D ' AMOUR is a former Congressman from New Hampshire, and is an 

attorney practicing out of his home in McLai n, Virginia. 

ROUSSELOT stated that KEATING supported both I I 

| but that 


ROUSSELOT did not hear o f any aggressive effort by KEATING 
regarding I I ROUSSELOT added that the UNITED STATES 

LEAGUE OF SAVINGS INSTITUTIONS actively supported | | 


ROUSSELOT stated that KEATING and ACC had an interest 
in several bills in Congress in the 1987-1988 period. 


ROUSSELOT advised that the NCSI had a political action 
committee, and it contributed to Senator ALAN CRANSTON. 

ROUSSELOT stated he knew KEATING was contributing to CRANSTON and 
other senators on the SENATE BANKING COMMITTEE, but until he read 
it in the news, ROUSSELOT was not aware of the magnitude of 
KEATING'S contributions to CRANSTON. ROUSSELOT explained that 
CRANSTON had many big contributors from California savings and 
loan associations, because CRANSTON'S position had always been 
favorable to the savings and loan industry. ROUSSELOT said 
CRANSTON has support from Republican businessmen in California, 
because CRANSTON keeps in contact with them. By way of example, 
ROUSSELOT mentioned California Republicans JUSTIN DART, First 
Name Unknown (FNU) PACKARD, and DON CROCKER as CRANSTON 
supporters . 


ROUSSELOT advised that in 1988, he located four 
different buyers, or groups of buyers, for LSL. In October, 

1988, he became very active in obtaining a buyer for LSL, because 
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several prospective buyers made inquiries. ROUSSELOT explained 
that in January or February of 1988, KEATING told ROUSSELOT he 
wanted to get out of the savings business, because he had too 
many problems with the regulators and they wanted him out of 
business. ROUSSELOT said KEATING'S asking price for LSL was 
$250 million. 

ROUSSELOT stated that during 1988, KEATING would send 
him copies of memoranda exchanged between the FHLBB and ACC. 

ROUSSELOT said he was kept informed of the negotiations between 
ACC and FHLBB in 1988, but that he was not involved with them. 

Within a week after the examination of LSL was transferred out of 
San Francisco in May, 1988, ROUSSELOT was informed of the 
transfer. ROUSSELOT stated he still may have his files 
containing these memoranda. ROUSSELOT advise d that several weeks 
after several United States Senators met with I I and then a be 

week later with the San Fra ncisco r egulators f ROUSSELOT was b7c 

d of the meetings by | ROUSSELOT recalled that 

stated that the se meeti ngs would help LSL get a better 
sense of fairness from 

ROUSSELOT stated he is unaware of any lobbying done on 
behalf of ACC/LSL relating to the memorandum of understanding 
signed in May, 1988. 

, ROUSSELOT explained that| |was a supporter of b6 

and when |~ | went to the San Francisco FEDERAL HOME LOAN b7c 

BANK, KEATING felt that he could not get a fair hearing in 
San Francisco. ROUSSELOT stated that KEATING was happy with the 
memorandum of understanding signed in May, 1988. 

ROUSSELOT advised that in September or October of 1988, 
his effort to sell LSL began to pick up. ROUSSELOT said KEATING 
wanted to keep the two hotels but was anxious to sell LSL. 

ROUSSELOT a dvised that in approximately February, 

1989, he was promoting I l as a buyer of LSL. 

ROUSSELOT said he took I to see Congressmen WYLIE and 

GONZALES, and introduced as representing a group that would 
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return LSL to a traditional style savings and loan association. 
ROUSSELOT said he asked WYLIE and GONZALES to write WALL a letter 
saying that they were glad to see a buyer for LSL who would 
return LSL to a traditional style institution. ROUSSELOT said he 
supplied WYLIE and GONZALES a draft of the proposed letter, but 
both WYLIE and GONZALES wanted to think about his proposal before 
sending the letter. ROUSSELOT stated he later telephoned WYLIE 
and GONZALES and told them to -Fn-rtfo-H ahnn-H fVio 1 offor 

ROUSSELOT identif ied|_ 


Glendale, California. 


LSL to| 
staff 


ROUSSELOT stated he learned from FHLBB member [ 
that f 


the pro posed sale of 


f , ROUSSELOT stated he also took I Tfc o meet t he 

or o ne SENATE BANKING COMMITTEE, in particular! I 

I ROUSSELOT said he asked the SENATE BANKING COMMITTEE 
staf f that i f the FHLBB telephones them, to say that they met 

r.Y I I T*\ /-\tt rt m t* m j l i _ n im l. • r*' u • i . t . 


with[ 

members^ 


1 


ROUSSELOT stated he also "kept informed" committee 

] 


ROUSSELOT sa id he also kept in formed SENATE BANKING COMMITTEE 
staff member 


BANKING COMMITTEE. 


and some of the staff of the HOUSE 


ROUSSELOT said that FHLBB staff member 
told him that! 


group could not raise the necess ary 
ROUSSELOT stated that then the 


capital to purchase LSL. 

Dallas, Texas, became interested, and ROUSSELOT 
attempted to negotiate a.sale of t,st. f.nT 
ROUSSELOT explained that 


] 


was in the business of 


private clubs, and their main interest was in the PHOENICIAN 
HOTEL, but that they also wanted the savings and loan 
association. ROUSSELOT stated he observed some of these 
negotiations, which went on for ap proximately three w eeks, but 
that no agreement was reached with! ~ " 


ROUSSELOT said KEATING then suggested that ROUSSELOT 
raise the money and find the management necessary to purchase 
LSL. ROUSSELOT then organized a group of six individuals, two of 
whom had been involved in the sale of AMERICAN SAVINGS to | I 


b6 

b7C 


b6 

b7C 






FD-302a (Rev. 11-15-83) 


LA 58C-PX-41605 

Continuation of FD-302 of JOHN— ROUSSELO T 


, On 


6/25/90 ’ Pa S e 


& 


Another of the buyers was | | who was 

previously an executive at SEARS SAVINGS BANK. ROUSSELOT said 
this group reached an agreement with ACC to purchase LSL and 
began negotiating wit h the FH LBB for approval of the sale. 
ROUSSELOT stated that I 1 would not approve this sale, because 

this group raised only $200 m illion, not the $250 million | ~| 

wanted. ROUSSELOT added that I I also did not like the 

financing arrangement for the ROUSSELOT purchase. ROUSSELOT 
stated that CRANSTON did not tell him who CRANSTON was 
telephoning regarding the LSL proposed sale. ROUSSELOT stated 
that although he did not specifically recall i t, he probably 

regarding the 


asked Congressman CARROLL HUBBARD to telephone) 
proposed LSL sale. ROUSSELOT stated his thinking' W&s that most 
Congressmen preferred a sale of LSL over a takeover of LSL. 


ROUSSELOT stated he did not recall talking to Senator 
DECONCINI, but that he may have. ROUSSELOT stated that KEATING 
had kept in contact with DECONCINI to encourage the sale of LSL. 


ROUSSELOT stated he had no conversations with KEATING 

or | | regarding KEATING'S campaign contributions, but that he 

was aware of some of KEATING'S contributions, for example the 
contributions made to CRANSTON'S 1986 campaign. ROUSSELOT stated 
that the dollar amounts of these contributions had never been 
discussed. 


ROUSSELOT advised that the NCSI political action 
committee contributed to CRANSTON in 1986, at ROUSSELOT 's 
recommendation, and that he had so recommended because CRANSTON 
had always been a supporter of the savings and loan point of 
view. 


Regarding the 1989 pr oposed sale of LSL, ROUSSELOT 


stated he met wi th FHT.bb mP-mh<*r 

I and 


FHLBB member 
ROUSS ELOT s tated that 
would 


whenever he spoke with ^regarding the sale, 

briefly discuss it and then refer his matter to his assistant 

| who was somewhat handling the sale. 
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ROUSSELOT stated that he had met with FHLBB members on 
behalf of the NCSI from time to time, but he never met with FHLBB 
members on behalf of LSL until sometime after May of 1988. 
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FM FBI PHOENIX ( 58C-PX-41605 ) (P) 
TO DIRECTOR FBI/PRIORITY/ ' 

FBI LOS ANGELES/PRIORITY/ 

FBI WMFO/PRIORITY/ 


UNO LAS 


CITE: //3630// 


PASS: SSA 


PUBLIC CORRUPTION UNIT; WMFO SA 



SUBJECT: ALLEGATIONS CONCERNING U. S. SENATORS ALAN CRANSTON. ET 

AL; CHARLES' H. KEATING, JR.., DBA LINCOLN SAVINGS AND LOAN 
ASSOCIATION, AMERICAN CONTINENTAL CORPORATION; CPO-LEGISLATIVE ; 
00: PX/LA. 

THE BUREAU IS REQUESTED TO AUTHORIZE THE INTERVIEW OF BELOW 


W yiu/ 




PAGE TWO D& FBIPX OOOl UNCI, AS 


INDIVIDUALS DURING THE WEEK OF 7/16/90 IN WASHINGTON, DC 


FEDERAL HOME LOAN BANK 


BOARD 


OFFICE OF THRIFT SUPERVISION EMPLOYEE 


ENFORCEMENT REVIEW COMMITTEE 


( ERC ) WHICH CONSIDERED THE DISSOLUTION OF LINCOLN SAVINGS AND 


LOAN ASSOCIATION PROBLEMS AND FORWARDED RECOMMENDATIONS TO THE 


BANK BOARD 


ERC WHICH CONSIDERED THE 


DISSOLUTION OF LINCOLN SAVINGS AND LOAN ASSOCIATION PROBLEMS AND 


FORWARDED RECOMMENDATIONS' TO THE BANK BOARD 




WHO RECEIVED TELEPHONE CALLS FROM SUBJECTS. 









2) 


NOW EMPLOYED 






I 




THREE DE FBIPX 0001 UNCLAS 


11/17/88 AND 9/24/87 


ERC WHICH CONSIDERED THE 


DISSOLUTION OF LINCOLN SAVINGS AND LOAN ASSOCIATION PROBLEMS AND 


FORWARDED RECOMMENDATIONS TO THE BANK BOARD. NOW RESIDING IN 


ERC WHICH CONSIDERED THE 


DISSOLUTION OF LINCOLN SAVINGS AND LOAN ASSOCIATION PROBLEM: 


FORWARDED RECOMMENDATIONS TO THE BANK BOARD. NOW EMPLOYED BY THE 


OTS EMPLOYEE WHO ATTENDED THE ERC 


MEETINGS AND MAY HAVE HAD CONTACT WITH KEATING AND HIS 


ASSOCIATES 


OTS EMPLOYEE WHO ATTENDED THE ERC 


MEETINGS AND MAY HAVE HAD CONTACT WITH KEATING AND HIS 


ASSOCIATES 


OTS EMPLOYEE WHO ATTENDED THE ERC 


MEETINGS AND MAY HAVE HAD CONTACT WITH KEATING AND HIS 


ASSOCIATES 


OTS EMPLOYEE WHO ATTENDED THE ERC MEETINGS 





«»!»■?: 

So. » -i. i - , ; - -....■• 

fv^E; FOUR DE FBIPX 0001 UNCLAS 



0 AND MAY HAVE HAD CONTACT WITH KEATING AND HIS ASSOCIATES. 



TO SENATOR DENNIS DE 


OF SENATOR DENNIS DE CONCINI. 
OF SENATOR JOHN MC CAIN. 


TO 


SENATOR JOHN MC CAIN. 
15) 


TO SENATOR JOHN 


MC CAIN. 
16) 

CAIN. 

17) 


TO SENATOR JOHN MC 


TO SENATOR DONALD 


W. RIEGLE. 


18) 


OF SENATOR ALAN CRANSTON, ( INITIAL 

INTERVIEW OF 


WAS DONE PRIOR TO REVIEW OF THE DOCUMENTS 


SUBMITTED TO THE SENATE ETHICS COMMITTEE. IT IS BELIEVED 
DOCUMENTS NOW WILL REFRESH 


MEMORY ) . 


19) 


TO SENATOR JOHN 


GLENN. 


20 ) 


TO SENATOR JOHN GLENN. 


21 ) 



PAGE FIVE DE FBIPX 0001 UNCLAS 

WHICH ACCEPTED DEPOSITS OF FUNDS CONTRIBUTED TO GLENN BY 
KEATING. 



WHICH ACCEPTED DEPOSITS- OF FUNDS CONTRIBUTED TO GLENN BY 


KEATING. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 7/11/90 


I , , 

Washington. D.C.. telephone | 

| was contacted tor 


I 


Attorney tor- 
clarification off 


contacts with Senator ALAN CRANSTON. After consulting with|_ 
relayed the following information: 


said 


. . recalled having two telephone 

conversations wit h CRANST ON , ' the first of which occurred on 
January 20, 19 88. | | believes CRANSTON called him at his home. 

CRANSTON asked I I about the supposed statement made by an 

examiner to |in San Francisco, California, regard ing the 

examination of LINCOIN SAVINGS AND LOAN (LSL) . I I told CRANSTON 

about this, as I I explained in his FEDERAL BUREAU OF 

interview on June 19, 1990. 


oT 

as[ 

INVESTIGATION (FBI) 


then said to 
CRANSTON 


CRANSTON that 
should tell 


if 


According to| 

CRANSTON was a friend Of CHARLES KEATING, 

KEATING to get out of the savings and loan business, because there 
was _s_o much contentiousness between the regulators and KEATING. 

suggested that KEATING could set up a trustee to serve in his 
a trustee who would be respect ed bv t he regulators, with the 


place, 
idea to 


sell LSL. 


Bv wav of example, [ 

WESTERN FEDERAL 


Fnoenix, Arizona 
regul at or ^_and 
manager 
(FNU) 


mentioned that the 
SAVINGS AND LOAN in 


were havi ng the same problems with the 

brought in an outside person- to act as 


regulators . j 
AMERICAN CONTINENTAL CORPORATION 


recalled the manager's name as First Name Unknown 
1 wh o was an individual acceptable to the 

said that this trustee arrangement would give 
(ACC) time to dispose of LSL. 


suggested to CRANSTON that 


this trustee. 


would be available to act as 


According to 


also pointed out to CRANSTON 


that one of LSL's pr oblems was that it had too many direct 
investments . 


]also told CRANSTON that it was obvious that 


KEATING had been overly confrontational with the regulators, and 
that that was "pretty dumb." 


Investigation on 7/10/90 at 



Santa Ana, California 
( Telephonical ly ) 

Date dictated 


i 

\ 


File# 


58C-PX-41605\- 


\ 


7/10/90 


\ 


b6 

b7C 


b6 

b7C 


b6 

b7C 


This docunient contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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, On 


7/10/90 > Pa § e 


2 - 


b6 
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said | | was very strong in telling CRANSTON 

that KEft TlNG had to get ou t of th e savings and loan business. 

suggested he could act as 


said th at although 


trustee. 


would be, with CRANSTON . 


did not discuss specifics, such as what his fee 


1 said | | related that CRANSTON telephoned 

la second time approximately one week or sooner after the 

first telephone conversation. In this second conversation,! 
reiterated som e of th e opinions he expressed in the first 
conversation. I I said CRANSTON told him that KEATING was not 

interested in the trustee idea. 


identified DAVID k arnes 

Senator who had previously worked for 

DEVELOPMENT (HUD) . 
name to C RANSTON s trictly 


3 C^AI 


HOUSING AND URBAN 
mentioned KARNES' 

CRANST ON wanted to learn 

raid not discuss this matter with 


s a United States 
1 at the f DEPARTM ENT OF 

reference if 


] said[ 


as a 


Jbackground . 
KARNES. 


said 


advised that 


conversations with CRANSTON , and tha t 
conversations were based on| I memory 


frad no no tes of these two 
l account of the 


b6 

b7C 





FD-302 (REV. 3-10-82) 



FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 6/27/90 


telephone [ 

• _ 


of free in the presence of his attorney. 


McClean, Virginia 
] was in terviewed at his attorney 1 s 
' ' located at 


Washington, 


lwas advised as to the 


L). U. 2UUU7 , telephone 
identities of the interviewing agents and the purpose of the 
interview, at which time he advised as follows: 


I 


1 arfrH atari Vio ia r-nrvonfl \r f 


[ 


Wa shington. D.C. . telephone | 
is | I and he was born 

confirmed the fact he is a former 


"| date of birth 


member of the FEDERAL HOME LOAN 


BANK BOARD (FHLBB) . [ 


Prior to becoming a member of the FHLBB, 


1 1 advised his term with the FHLBB 1 1 



he was a member of the FHLBB, 

land the 



board members [ 


confirmed the fact he is fami liar with subsequent 

He recalls in early 


Investigation on 

' »r 


6/19/90 


at 


Washington, D.C. 


File# 


58C-PX-41605 


J 6’3 


by 


|and 

jGKM/lkh 


Date dictated 


6/20/90 
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Tliis document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 









| | confirmed the fact he was aware of a 1986 

examination of LINCOLN SAVINGS AND LOAN (LSL) . | | made it a 

matter of policy not to get personally involved with exams or 
case issues. 
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| | added that at this time, he was well awar e of a 

conflict or perceived "feud” between CHARLES KEATING, JR. I 

I This conflict had been reported in the press, plus from 
working around f | it was obvious he was no t happy with the 

way CHARLES KEATING . JR. was running LSL. I I had even made the 

statement t o T I that he believed CHARLES KEATING was having 
| followed. In addition, KEATING had initi ated an 
investigation of expenses which had been incurred bv l I 

For this reason and the f act tha t it was a policy not to 
intervene in case issues, ! | did not want to get involved in a 

discus sion or express opinions or judgement about the exam. 

| also felt he was in a very delicate position as a board 
member and did no t want to jeopardize that position or his 
relationship with I I 


| | further advised the subjec t of! 

position as a board member was discussed. I 


_| leaving his 
is well aware 


emphasized the fact KEATING 



FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 


5/30/90 


| | Association of Thrift 

Holding Companies (ATHC), 9 00 17th Street, N.W., Suite 500, 
Washington, D.C . , telephone I ~t was interviewed in 

the presence of | | Attorney, at| | office, 

Loomis, Owen, Fellman and H owe. 2020 K Street, N.W. , , Suite 800, 
Washington, D.C., telephone I I was advised of 

the interviewing agents ' official identities , and that the 
interview concerned the investigation of problems in the savings 
and loan industry, after which he furnished the following 
information: 


ATHC opened on January 1, 1986, representing entities 
such as Citicorp, Ford and Sears, which are the "parents" or 
owners of thrifts. The holding company American Continental 
Corporation was a member, and paid dues for three years. Lincoln 
Savings and Loan Association of California (LSL) was not a 
separate member. 



Investigation on 5/V/90 at Washington, D.C. Bile# WMFO 58C PX 41605- 


SA 


Date dictated 5/21/90 

SA 




This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 



b6 

b7C 



FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 


6/29/90 


Office of Thrift Supervision 
(OTS), Departme nt of the Treasu ry"; 1700 G Street, N.W., Washington 
D.C., telephone | | was contacted at her place of 

employment and advised of the interviewing Special Agent 1 s 
official identity and the nature of the interview, after which she 
furnished the following information: 
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I H made available the Financial Disclosure Reports 

filed during 1984-1989 by the personnel below, for OTS and the 
former Federal Home Loan Bank Board (FHLBB). Each report begins 
with spaces to mark "Incumbent," "New Entrant, Nominee or 
Candidate " (abbreviated below as "New"), or "Termination Filer" 
(abbreviated "Termination"). The interviewing Special Agent made 
photocopies of these Financial Disclosure Reports , as follows : 


Investigation on 6/14/90 at Washington, D.C. pile # WMFO 58C—PX— 41605 


by 


SA 


■w 


Date dictated 


6/29/90 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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, On 6 / / 9 0 , Eage 


Reporting Individual Date of certification signature (as on form 

tvpe filing, and number of pages 


Also contained in the folder regarding! 

were FHLBB memorandums dated February 15, 1989 and May 21, 1989, 
and a FHLBB letter to the Director, Office of Government Ethics, 
dated June 27, 1989, regarding no finding of conflicts or apparent 
conflicts of interest. 





TRANSMIT VIA: 

□ Teletype 

□ Facsimile 
d AIRTEL 


PRECEDENCE: 

□ Immediate 

□ Priority 

□ Routine 


CLASSIFICATION: 

□ TOP SECRET 

□ SECRET 

□ CONFIDENTIAL 

□ UNCLAS EFTO 

□ UNCLAS 

Date 6/29/90 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 



SAC, PHOENIX ( 58C-PX-41605 ) (P) 

; 

SAC, WMFO ( 58C-PX-41605 ) (C-9 ) (NVMRA) (P ) 

ALLEGATIONS CONCERNING U.S. SENATORS 
ALAN CRANSTON, DENNIS D. DE CONCINI , 

JOHN GLENN, JOHN MC CAIN, DONALD REIGLE ; 
CHARLES H. KEATING, JR., dba 
LINCOLN SAVINGS AND LOAN ASSOCIATION 
OP CALIFORNIA (LSL) AND AMERICAN 
CONTINENTAL CORPORATION (ACC) , 

PHOENIX, ARIZONA; 

CORRUPTION OF FEDERAL PUBLIC 
OFFICIALS-LEGISLATIVE ; 

00 : PX/LA 


Re Phoenix airtel to the Bureau, dated 3/21/90, and Los 
Angeles teletype to WMFO, dated 6/6/90. 

Enclosed for Los Angeles are the following: 

[ 1 1 the original and two copies of the FD-302 of 


(2) one envelope ^nfaininn nhntnr-oni es of Financial 
Disclosure Reports regarding 


(3) one copy of "Instructions for Completing SF 278"; 

(4) two copies of the FD-302 OF 


/0Los Angeles (SARA) (ends . 7)^ 
11-Phoenix ( ends . 7 ) 


.VJItD FILED -Jr — — 


2 -WMFO 
REA : rea 
(7) 


I ir 




;-;i - L0SA^FI<- : 6 




Approved: 


Transmitted Per. 

(Number.) (Time) 



* 




t 


58C-PX-41605 
REA: ra 


Enclosed for Phoenix are the following: 
(1) two copies of the FD-302 of 


(2) one envelope pnfaininn photocopies of Financial 
Disclosure Reports regar ding 


( 3 \ the original and two copies of the FD-302 of 


r 4 \ a 1 A envelope containing interview notes re 


For the information of receiving offices, I 

stated that she hap pened to include the memorandums and 

letter regarding review of l I Financial 

Disclosure e* ‘Fnr* anw rnnf 1 icfs nr flTVnflTSnt CQIlfllCtS Of 

i nf ar-Qgf I I 
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Investigation by WMFO continuing. 



Memorandum 


* " 



To : SAC, LOS ANGELES (58C-LA-101615) (P) Date 7/17/90 

(SARA) 

From = SA 
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UJ CHARLES KEATING, JR., CHAIRMAN, 

AMERICAN CONTINENTAL CORPORATION, 

PHOENIX, ARIZONA; 

UNSUBS , 

PRINCIPALS AND OFFICERS OF 
AMERICAN CONTINENTAL CORPORATION; 

UNSUBS , 

PRINCIPALS AND OFFICERS OF 

LINCOLN SAVINGS AND LOAN ASSOCIATION, 

IRVINE, CALIFORNIA; 

ELECTION LAW VIOLATION; 

00 : LOS ANGELES 

(56C-LA-101615) 

ALLEGATIONS CONCERNING US SENATORS 
ALAN CRANSTON, DENNIS D. DECONCINI, 

JOHN GLENN, JOHN MCCAIN, DONALD RIEGLE; 
CHARLES H. KEATING, JR., dba 
AMERICAN CONTINENTAL CORPORATION, 

PHOENIX, ARIZONA, 

AND LINCOLN SAVINGS AND LOAN ASSOCIATION, 
IRVINE, CALIFORNIA; 

CORRUPTION OF FEDERAL PUBLIC OFFICIALS- 
LEGISLATIVE; 

00 : PHOENIX/LOS ANGELES 

(58C-PX-41605) 

(Continued on Page 2) 



6 - Los Angeles 
, ^ U - 56C-LA-101615) 

^ 58C-PX-41605) 

(1 - 194A-LA-108012) 

(1 - 58A-LA-111204) 

(2 - Imprest) 

JAJrlkh 

( 6 ) 





58C-LA-101615 


(Subject Continued From Page 1) 


CHARLES H. KEATING, JR., dba 
LINCOLN SAVINGS AND LOAN, 

IRVINE, CALIFORNIA; 

CORRUPTION OF STATE AND LOCAL POLITICIANS- 
STATE LEVEL; 

00: LOS ANGELES 

(194A-LA-108012) 
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WASHINGTON, D.C.; 

CHARLES H. KEATING, JR. , dba 
LINCOLN SAVINGS AND LOAN, 

IRVINE, CALIFORNIA; 

CORRUPTION OF FEDERAL PUBLIC OFFICIALS- 
REGULATORY ; 

00 : LOS ANGELES 

(58A-LA-111204) 

Attached is an invoice reflecting cost associated with 
duplicating evidence. 

For information of SAC, Los Angeles, attached receipt 
reflects cost associated with duplicating possible evidence in 
captioned matters. The duplication expense was incurred at the 
"document depository," which is a warehouse of documents 
associated with the bankruptcy of AMERICAN CONTINENTAL 
CORPORATION (ACC) . The warehouse is under control of US 
Bankruptcy Judge RICHARD BILBEY, Phoenix, Arizona. The warehouse 
contains the corporated documents of ACC, LINCOLN SAVINGS AND 
LOAN ASSOCIATION, and 15 litigants in connection with the 
bankruptcy. The depository also contains documents belonging to 
the FEDERAL HOME LOAN BANK BOARD (now known as the OFFICE OF 
THRIFT SUPERVISION) . 

Los Angeles agents investigating captioned matters 
utilized the copying service during May 7-10, 1990, at a total 
c °st of $215.83. The copying service was used in order to 
minimize travel time and per diem expense and efficiently use 
the Bureau's finances. 


2 



58C-LA-101615 




By way of explanation, the entire bill of $1,949.52 
includes cost of $1,733.69 allocable to copies obtained by 
Los Angeles agents working on the related DESERT GEM 
investigation . 

For Imprest accounting purposes, the $215.83 should be 
charged to captioned matters as follows: 

56C-LA— 101615 - 5% 

58C-PX-41605 - 60% 

194A-LA— 108012 - 5% 

58A-LA-111204 - 30% 


3 * 
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FEDERAL BI IRE AU OF INVESTIGATION 


c/ o[ 

1200 U.S. COURTHOUSE 
312 N. SPRING ST. 

LOS ANGELES, CA 90012 


L 


ATTENTION: ALICE HILL 


PAYMENT TERMS 


TERMS: PAYMENT DUE UPON RECEIPT 
2% SERVICE CHARGE FOR ALL INVOICES 
DEUNQUENT FOR OVER 30 DAYS 
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FOR SERVICES RENDERED AT U.S. DISTRICT COURT (PHOENIX) DOCUMENT DEPOSITORY 


INVOICE DATE 

CUSTOMER NO. 

PURCHASE ORDER NO. 

ORDER DATE 

JOB NAME 


PAGE 

06/04/90 

FBI 


05/01/90 

MAY USAGE 


i 

1 



mmmmm 





C 

0 

M 

M 

E 

N 

T 

S 


CUSTOMER COPY 

Arizona Sales Tax @ 6.70% 

Invoice detail is attached. 


Please address any inquiries regarding this invoice to: 
Chas. P. Young Management Services 
505 North 2nd Street, Suite 125 
Phoenix, Arizona 85004 (602)252-7991 


IlilllH 

TAXABLE | 

1,827.10 

1,827.10 

122.42 

Totail 

$1,949.52 


DUE UPON RECEIPT 







CHAS. P. YOUNG MANAGEMENT SERVICES DOCUMENT DEPOSITORY 
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FEDERAL BUREAU OF INVESTIGATION FBI 
1200 U.S. COURT HOUSE 
312 N. SPRING ST. 

LOS ANGELES, CA. 90012 


Date Code 




User: 

1002 

8001 

1002 

1002 

8001 

1002 

1002 

1002 

1002 

1002 

1002 

8001 

1002 

1002 

1002 

1002 

8001 

1002 

1002 

1002 

1002 

8001 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

8001 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

1002 

8001 

1002 

8001 
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Description 

b7C Unit Price 

Prig 

Copy 

Qty 

Ext Price 


5555 | 1 

B&W COPIES - SEC 

ASST. U.S. ATTORNEY 

0.14 

18 

1 

18 

2.52 


TRANSACTION FEE 

5.00 

1 

1 

1 

5.00 


B&W COPIES - SEC 

0.14 

56 

1 

56 

7.84 


B&W COPIES - SEC 

0.14 

76 

1 

76 

10.64 


TRANSACTION FEE 

5.00 

1 

■1 

1 

5.00 


B&W COPIES - SEC 

0.14 

69 

1 

69 

9.66 


B&W COPIES - SEC 

0.14 

200 

1 

200 

28.00 

V 

** 0 L+ 

> / s / 

B&W COPIES - SEC 

0.14 

190 

1 

190 

26.60 

B&W COPIES - SEC 

0.14 

21 

1 

21 

2.94 

^ ; ' *2 / 

B&W COPIES - SEC 

0.14 

54 

1 

54 

7.56 f 

22.12 V 

5.00 ^ 


B&W COPIES - SEC 

0.14 

158 

1 

158 

TRANSACTION FEE 

5.00 

1 

1 

1 

\ /.V 

B&W COPIES - SEC 

0.14 

* 25 

1 

25 

3.50 , 

v / W 

B&W COPIES - SEC 

0.14 

263 

1 

263 

“:tS$y 

w 

B&W COPIES - SEC 

0.14 

64 

1 

64 

B&W COPIES - SEC 

0.14 

108 

1 

108 

15. 12^ 

s.oosr 

TRANSACTION FEE 

5.00 

1 

1 

1 


B&W COPIES - SEC 

0.14 

285 

1 

285 

39.9(j 


B&W COPIES - SEC 

0.14 

472 

1 

472 

66.08 


B&W COPIES - SEC 

0.14 

1870 

1 

1870 

261.80 


B&W COPIES - SEC 

0.14 

1609 

1 

1609 

225.26 


TRANSACTION FEE 

5.00 

1 

1 

1 

5.00 


B&W COPIES - SEC 

0.14 

135 

1 

135 

18.90 


B&W COPIES • SEC 

0.14 

160 

1 

160 

22.40 


B&W COPIES - SEC 

0.14 

124 

1 

124 

17.36 


B&W COPIES - SEC 

0.14 

33 

1 

33 

4.62 


B&W COPIES • SEC 

0.14 

1355 

1 

1355 

189.70 


B&W COPIES - SEC 

0.14 

209 

1 

209 

29.26 


B&W COPIES - SEC 

0.14 

1122 

1 

1122 

157.08 


B&W COPIES - SEC 

0.14 

79 . 

1 

79 

11.06 


B&W COPIES - SEC 

0.14 

51 

T 

51 

7.14 


B&W COPIES - SEC 

0.14 

616 

1 

616 

86.24 


TRANSACTION FEE 

5.00 

1 

1 

1 

5.00 


8&W COPIES - SEC 

0.14 

727 

1 

72 7 

101.78 

B&W COPIES - SEC 

0.14 

25 

1 

25 

3.50 

A * / 

y o* /\ 

> \ v A - 

B&W COPIES - SEC 

0.14 

107 

1 

107 

14.98 

B&W COPIES - SEC 

0.14 

85 

1 

85 

11.90 

B&W COPIES - SEC 

0.14 

49 

1 

49 

6.86 \ \ 

B&W COPIES - SEC 

0.14 

426 

1 

426 

59.64 V 

B&W COPIES - SEC 

0.14 

17 

1 

17 

2.38 ' 

B&W COPIES - SEC 

0.14 

16 

1 

16 

2.24 

/V 

8&W COPIES - SEC 

0.14 

5 

1 

5 

0.70 V 

B&W COPIES - SEC 

0.14 

168 

1 

168 

23.52/(j* y 
0.56 A / 

/ \ 

B&W COPIES - SEC 

0.14 

4 

1 

4 


B&W COPIES - SEC 

0.14 

48 

1 

48 

6.72 


B&W COPIES - SEC 

0.14 

26 

1 

26 

3.64 


B&W COPIES - SEC 

0.14 

92 

1 

92 

12.88 


B&W COPIES - SEC 

0.14 

7 

1 

7 

0.98 


B&W COPIES - SEC 

0.14 

29 

1 

29 

4.06 * 


B&W COPIES - SEC 

0.14 

130 

1 

130 

18.20 


TRANSACTION FEE 

5.00 

1 

1 

1 

5.00 


B&W COPIES - SEC 

0.14 

1382 

1 

1382 

193.48 


TRANSACTION FEE 

5.00 

1 

1 

1 

5.00 



Subtotal for User 5555 ALICE HILL 


1,827.10 


Total for Invoice # 10115 FEDERAL BUREAU OF INVESTIGATION 


1,827.10 


CHAS. P. YOUNG MANAGEMENT SERVICES DOCUMENT DEPOSITORY 


INVOICE DETAIL # 10115 06/04/90 Pg 1 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 7/9/90 

| | Rockville, 

Maryland, 20853, telephone I I was interview ed this 

date in the presence of his attorney The 

interview took place at t he law offices o j [ Located 

I Washington, D.C., 20036, telephone] 

1 I was advised as to the identity of the 

interviewing agents and the purpose of the interview at which 
time he advised as follows: 



iaror 
he was 




lEEsagsaai 


EGLE from Michiaan. 








L, I further emphasized that he had very limited 

contact with CHARLES KEATING, JR., and/or any of his associates. 
He specifically does not recall KE ATING or a ny of his associates 
requesting any special favors from| for Senator RIEGLE. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 7/10/90 



rviewed this day | 

in Washington. D.C. 


S3 


o an a 


SaaHUl 


„ eement is attacned to this FD-302. | |was advised 

as to the identity of the interviewing agents and the purpose of 
the interview at which time he advised as follows: 

advised his current home address is I I 

, I telephonel 

I His date of birt h is I I and he was bom in 

I His Social Security Account Number is 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 8/ 1/90 




telephone 

was interviewed 


Alexandria, Virginia, 
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employment, OFFICE OF THRIFT SUPERVISION (OTS) , 1700 G Street, 
Northwest, Washington, D.C. After having been advised of the 
intervie wing agents* identities and the nature of the interview, 
provided the following information: 


I 


~1 advised she was graduated 


1 for the OTS predecessor, the FEDERAL HOME LOAN BANK~~BOA RD 
(FHT.ttR) .. I 7 ]the 


FHLBB. 


] advised that she has had no contact whatsoever 


with United States Senators or Congressmen or their staff members 
regarding LINCOLN SAVINGS AND LOAN ASSOCIATION (T.ST. ) or- AMER ICAN 
CONTINENTAL CORPORATION (ACC) , with one exception, 
that approximately I 
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Investigation on 



7/18/90 


at Washington, D.C. 


File# 


58C-PX-41605 


and 

['JAJ/lkh 


Date dictated 


7/24/90 
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This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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stated that her first involvement with LSL was 
in the summer of 1986, when LSL re fused to provide infor mation 
in connection with an examination. I I 



this investigation of LSL and focused 
on allegations or backoating documents and stuffing underwriting 
files. | | 


The investigation 

resulted in criminal referrals to the JUSTICE DEPARTMENT, 
respect to the file s tuffing ch arges, an early prosecutive 


With 


declination was made. | said she thought the backdating 

and file stuffing charges were "somewhat insignificant," because 
there was no conclusive evidence of backdating, and because LSL 
immediately admitted that the underwriting documents were created 
after the investments were made, but that they were created to 
reflect what had actually occurred. 


said that 


1 I said she attended a meeting in 

Washington, D.C., in approximately May, 1987, of approximately 
15 individuals to discuss what should be done with LSL. This 
meeting occurred immediately after the FHLB-SF circulated its 
draft report of the LSL examination. In attendance were FEDERAL 
SAVINGS AND LOAN INSURANCE CORPORATION (FSLIC) lawyers, attorneys 
from FHLBB's litigation gr oup and enforcement group, and thre e 
. individuals from FHLB-SF . I I , 


mentioned that at the time, the FHLBB had lost i ts abilit y to 
close state-chartered associations such as LSL. I ~1 said 
that it was the consensus of those at this meeting, with no 
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objection from those representing the FHLB-SF, that there were no 
grounds for a conservatorship of LSL. It was agreed that 
FHLB-SF would finish the LSL examination process, that is, obtain 
comments f rom LSL and resolve any factual disagreements. 

I office would prepare the paperwork for a Notice of 
Charges for a cease and desist order. After this meeting, 


the LSL examination was completed. 


said she was unaware of the Ap ril, 1987, 
meetings of the United States Senators an d I land the FHLB-S F 


regulators until June of 1987, when FHLBB 

a "transcript" prepared by |_ 


showed 


1 


the meeting of the FHLB-SF regulators and the Senators. 
said she read the "tr anscript" and then destroyed the copyT iFE 


M 


instruction. 


said she concluded that this 


meeting was insignificant, and she was surprised t hat anyon e 


found the content of the meeting to be sensitive. | |stated 

that knowledge of these meetings did not affect her in any way. 
Her im pressio n at the time was that the inoui ries of the Senators 


at the 


meeting were ordinary. 


said she never 
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discussed the April, 1987 meetings with anyone until the 
"transcript" was leaked to the press. 


advised that over the summer of 1987, 


new administration arrived at the FHLBB one oy 


one. 


been compla ining tol 
the FHLBB. I 


] LSL had 


that LSL was not being treated fairly by 


1 said the LSL examination process still ha d 



representatives from LSL had complained] 

I about 

_ — u 

news leaks and unfair treatment from the FHLB-SF. j 


LSL had filed against the FHLBB regarding the news leaks was 
withdrawn. 


b6 

b7C 


attempt 


| everyone else working on the LSL matter agreed to 
reach a consent cease and desist order with LSL. 

had 

[ 


|the FHLBB personnel 
would not consent to any enforcement action. 


assumed that 
] said 


LSL 
that 


it was the consensus, including of those from FHLB-SF, that if 
LSL would agree to the enforcement controls, then the FHLBB would 
use the form o f a super visory agreement instead of a cease and 
desist order. I [explained that a cease and desist order 

was an administrative injunction and could be enforced in court 
if the thrift violated the terms. A supervisory agreement could 
be enforced only by obtaining a cease and desist order, which 
involves certain time delays. 


through its attorney^ 


wxth 


then approached LSL, probably 
a proposed consent cease and 



1 
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desist order, and LSL rejected the proposal. 

countered with a proposal that l 

and to return LSL to a traditional thrift so that a cease and 
desist order would not be needed. 


said LSL 
run LSL, 


advised that in January, 1988, 


FHLBB 's Enforcement Review Committee (ERC) should 


consider the LSL situ ation, and the ERC did so from February 
through April. 1988. I 


1 


I | advised that during this 

time period (February through April, 1988) , the FHLB-SF became 
adamant for the first time that a conservatorship be established 
for L SL, and the FHLB-SF advocated the conservatorship before th e 


ERC. f 


T 


p 

Jex 


(MOU) 

enforceable document , 
understandings of the parties. 


LSL had proposed a Memorandum of Understanding 
explained that a MOU was not a legally 

and that it merely stated the respective 


|said that in January, 1988, | asked LSL to 

present its best offer for a resolution of the 1986 examination. 
In late January or early February, 1988, LSL proposed an 
agreement that was presented to the RR q. T, ST.'s nronnsal was not 
a negotiated agreement with the FHLBB . 


I said the FHLBB staff did not recommend to the 
ERC that LSL's proposal be accepted. Towards the end of April, 
1988, the ERC concluded that the information on LSL was stale, 
that a new examination was needed, and based on the deteriorated 

relationship between FHT.B-SF and T,ST,. that a new exa mination 

team was needed. I 


|did not want to get involved in the LSL 
matter until ERC made its recommendations. 


| | advised that on April 30, 1988, the ERC 

unanimously decided that a new examination of LSL was needed, 
and that the exami nation should be done by someone other than the 
FHLB-SF. said it was unprecedented to exclude a district 
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bank completely from an examination, although it had been common 
to bring examiners from /vt~her districts to help work on a 


particular examination. 


said the ERC also decided that 


an interim supervisory agreement should be reached with LSL, 


although this decision was not m 
wanted a cease and desist order, 
the supervisory agreement was le 



although the terms were set out generally by the ERC. 


ously , because| | 

said the contents of 
egotiated by the staff 




j | stated that the negotiations with LSL began 

with LS L' s "best offer 11 that was previously submitted by LSL. 

[added othe r operating restrictions to the LSL "best 
offer. " I | said that all d ecisions of substance in t he 

negotiating process were made b 1 — — ' 
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examinati 


said she was not involved in the 1988 
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on of LS 

LJ 1 





said it was decided in earlv 1989 to 

proceed with a conservai 

borshio of LSL. I I 


added 


tnat sne was aware that ACC wanted to sell LSL since December, 
1988. 


I ~~l stated that in retrospect, the process be 

resulting in the LSL conservatorship took too long, b ut there was b7c 
a legitimate bureaucratic reason for all the delays. I ~l 

said she was convinced that no outside influence affected the 
process with LSL, and she said she was not aware of any attempts 
to influence the process. 


| | stated that the "most hotly contested 

paragraph 1 " of the agreement reached with LSL was the paragraph 
relating to a monitor to be placed on the premises of LSL. 
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| said the FHLBB wanted LSL to submit all proposals for 
prior approval from the monitor, but that LSL was agreeable only 
to infop ainq the monitor after the transaction had occurred. 

| said that LSL representatives met with them and explained 
mat some deals were made in 24 hours, and that the prior 
approva l requirement would seriously hamper LSL. | said 

I 1 conceded on this issue, and she does not know why he did, 

but she added that LSL had conceded on other issues. 





FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 6/14/90 


| | Federal Deposit 

Insurance Corporation, San Francisco, California, voluntarily- 
appeared at the offices of the Federal Bureau of Investigation 
(FBI) , 450 Golden Gate Avenue, San Francisco, California. He was 
aware as to the Identit y of the interviewing agent and the 
purpose of the inquiry. | |provided the following 

information: 


California Department of Savings and Loans (CDSL) . The CDSL 
would periodically examine institutions. Depending on the 
condition of the institution, these exams would take place at 
6-month to 18-month intervals. Most exams conducted by the CDSL 
are done concurrently with federal examiners. The objective 
between the state level and federal examinations are guided by 
different regulations, but have similar obi ectives . i.e. , t he 
safety and soundness of the financial institution. I I stated 

a large portion of the exam is asset evaluation which would 
consist of investment s in rea l estate, junk bonds, and the 
institution’s loans. [ considered junk bonds to be those 

bonds with below investment-grade ratings. While evaluating 
these items, the examiners are looking for losses and high-risk 
assets. This would also include the over valuation of various 
assets and the collectability on their loans. The output from an 
examination is a report which addresses the institution’s 
capital, assets, management, earnings, and liquidity or risk 
management. This report would also address violations of law, 
overall condition, and report and findings which may result in 
some type of enforcement action. The examiner in charge would 
have primary responsibility for the preparation of this report. 


Tn Mav 1Q»R. 


| was knowledgeable about Lincoln and had 
experience from a previous examination with them. The 
examination of Lincoln was to be an asset quality intensive exam 
which would address the collectability of loans and the 

tra 1 up o-P many rvf their fLi rinnl i nvestments . I I 
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Lincoln examination. The Federal Home Loan Bank Board (FHLBB) 
was also conducting an examination of Lin coln and ACC during the 

approximate time period of the CDSL exam. I I 


believed the federal examination of Lincoln was 
’•programmed to fail . ” This was primarily due to a Memorandum _ Of 
Understanding (MO U) execu ted by the FHLBB and Lincoln concerning 
the examination. I Isaid th e MOU was a "unbelievable 


concession" to Lincoln. I I recalled several items which were 

either a part of the MOU, or a by-product of it. These items 
were as follows. 


The federal examiners were prohibited from utilizing 
previous examination findings and/or work papers of the examiners 
from the 11th District, FHLBB (San Francisco) . This previous 
exam was completed during late 1986 or early 1987 and was 
critical of the Lincoln institution. The MOU required a short 
period of time for the exam to be conducted, and for reporting 
the results. However, ACC was not mentioned. The MOU prevented 
the federal examiners from contacting other federal examiner s in 


the 11th District which had done the -previous exam. 


recalled being told bv 
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As part of the MOU, or a by-product, the federal 
examiners were not allowed to utilize appraisers. I I 

considered this to be very unusual and unprecedented. I ~ 

advised that the federal examiners typically had the _ ability _ to 
hire appraisers to evaluate properties but not on this occasion. 
When the CDSL was performing their exam ination of Li ncoln and 
ACC, appraisals were being forwarded to | I with no 

apparen t concern or appropriate reaction on his | | part. 

I recalled thatl I 
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Washington , P.cT 


The last area related to th e MOU was known as 
This pertained to I 

1 PHLB B Of fice of Regional Affairs, 


1 


jBB Ofp 
\ said r 


] 


was an agreement 


] believed the MOU was a dSllbSfatb 


in summary, | 

attempt to create an obstacle in preventing effective examination 
of the institution (Lincoln) , and to ensure bias in favor of the 
institution (Lincoln) . 


Pnnnpminn thp. TTotp.1 Pontchartrain 


1 provided 


~l Thie inrinnftiiai wa«a a l an a 


said this partnership was sustaining loses between s?/uun ana 
$1 million per month in negative cash flow. The $20 million loan 
was an unsecured debt as opposed to a subordinated debt. A first 
lien on the hotel property for $35 million was held by San 
Jacinto Savings, a subsidiary of Sout hmark Cor poration. 

Southmark Corporation was believed by I I and other 

regulatory officials, to have links to organized crime. The 
hotel was eventually fo reclosed upon and sold for substantially 
less than $35 million. T 1 believes the fin^l sales price was 

less than $30 million. At the time of 


believed 30 percent of the Pontchartra 
either members of ACC and/or Lincoln. 


review, he 

n Limrfc eci Partnership were 
later learned from 
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that approximately two-thirds of the partnership were 

either -F amily meir ibers of KEATING'S or insiders at ACC and 
Lincoln. I 1 believed the Pontchartrain transaction had 

numerous violations concerning conflict of interest. A letter 
from Lincoln's counsel, Kaye/ Scholer, Et Al, to Lincoln described 
the terms of the lo an as bei ng so liberal it might be considered 
a "gift of assets." | [ provided this letter to the state 

senate as part of his testimony. 

A second area with major loan losses was to R. A. 

HOMES, a land developer in Phoenix, Tucson, and Las Vegas, 

Nevada. This operation had approximately $100 milli on in lo ans, 
$30 million was in unsecured and subordinated debt. I 1 

recalled that R. A. HOMES had a $1.5 million net worth, with $200 
million in liabilities. He considered th e operat ion to be 
involved in highly leveraged properties. [ 
of October 31, 1989, the OTS had already 
million dollars to be losses. 


provided that as 
considered at least $40 


A third area with major losses were those loans to 
Southmark Corporation, the parent of San Jacinto Savings. 


recalled approximately $130 million being extended to this other 
institution. A pproximat ely $20 million of this figure was in 
bonds from ACC. 


s 


[considered all loans to Southmark 
Corporation to be uncollectable . Fifty million dollars 
($50 million dollars) of the losses involved Pacific Standard 
Life Insu rance Com pany, a Davis, California, insolvent insurance 
company. I "[ understands that Pacific Standard Life Insurance 

Company may have been considered for investigation by the State 
of Cali fornia Attorney General's Office, Major Fraud Unit. _ 

I 1 advised the Southmark Corporation loans we re not c ritized 

in the final report in spite of written urging by I ~ l and 
Southmark 's obvious financial weakness and widely publicized 
links to organized crime figures. Southmark Corporation went 
bankrupt three months after the exmanination of Lincoln. 


On November 7, 1988, 1 ~] conducted the exit 

meeting for the federal side of the Lincoln examination. _ There 
were several examiners from both federal and state agencies, and . 
was also attended bv KEATING. JR. .1 | 


^ During this 

meeting, ! I detailed the total loss identified by the federal 

examiners as being approximately $30 million. This figure was 
co mprised o f the $10 million figure previously mentioned by | 
to I I as well as 8 2 o mill ion related to the Pontchartrain 

Hotel. I I believes | I was embarrassed int o classif ying 

the Pontchartrain loan after his discussions with l | During 


] 
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this meeting, CHARLES KEATING, JR. , complained about the 
exam ination of the parent holding company, ACC. KEATING said 


land his assistants were 


•hp-inrr 


that 

antagonistic and over aggressive, as opposed to ^ 

who were p rofessional. KEATI NG added that he would prefer tor 
to report to | | in the future. KEATING was being 


.Belligerent to the examiners and said if they (the examiners) _ 
wanted it (Lincoln Savings) he would give them the keys, but it 
would be a $2 billion loss to the Federal Savings and Loan 
Insurance Corporation (FSLIC) . After this remark, no one said 
anything and several individuals looked around the room at each 
other. No one expected KEATING t o make a remark like this in 
front of the regul ators .1 i | provided that KEATING had made 

similar comment to ["" 1 

occasion, ’ ■ ^ ’ ’’ 


FHLBB, Chicago, on a previous 
but he did not: believe KEATING would make the remark 


again in front of other people. 

Within the next six weeks, the final examination _ report 
from the FHLBB was prepared. This report had losses for Lincoln 
Savings totaling approximately $120 million, which was 
substan tially more than mentioned during the exit meeting. _ 

also provi ded that rin ring the next examin ation of Lincoln, 


m January, 1990, 


may have reported to 


In late 1989, to early 1990, there were allegedly two 
groups who potentially we re interested in pu rchasin g Lincoln. 


One of these entities was| 
believed [ 


3 


group . 


one occasion,"]” 

Angeles, was telephonically contacted by| 

Los Angeles, regarding this particular group. [ 

told | | there were, or were going to be property management 

agreements with CHARLES KEATING, JR., on the major Lincoln 
assets. KEATING would continue to get money in the form of fees, 
lid be allowed to exert control over these properties. 

|was interested to see if this was disclosed on any 
application for sale which was presented to federal and state 
regulators . 


I , I 

I On 
JCDSL, LOS 
~| Attorney, 
"Jallegedly 
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| | said he did not believe these purchase groups to 

be genuine m nature. However, these potential sales allowed 
Lincoln to operate for an additional length of time. During that 
time they continued to sell subordinated debt (Junk Bonds) of ACC 
to the public. 
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Re Phoenix routine teletype to Atla nta, d ated 5-10-90, 
numerous telcalls between SA | l and SA l \ 


Phoertiv Trivia -inn, and telcall between Sa[ 


Los Angeles Division, dated 7-20-90. 


] and sa[ 


Enclosed for Phoenix Divisio n is an original FD -302 


with copy, concerning the interview of 
envelope containing the notes fro: 
xeroxed documentation provided by 



rview, 


1 a 1A 
ana one box of 


Enclosed for Los Angeles Division are two photocopied 
FD-302S concerning the interview of l I anfl one box of 

photocopied documentation provided by 


The documentation provided by 
the following types of material: 


in part, contains 


17 

18 
19 


1. Documents previously afforded to the Federal 
Bureau of Investigation, Santa Ana Resident Agency. 

2. Records concerning a cease and desist order to LSL 
and ACC, from the California Department of Savings and Loan. 
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3. Do cumentation pe rtaining to the Hotel 

Pontchartrain and | | both of which were loans at LSL. 

4. Various newspaper articles regarding LSL, ACC, and 
subject KEATING, JR. 


to ACC and LSL 


5 . Correspondence from | 

officials regarding the examination of LSL, and responses from 
the law firm of KAYE, SCHOLER, ET AL, who were representing ACC 
and LSL. 


6 . Portions of testimony afforded by I I to the 

California Assembly Committee on Finance and Insurance matters. 


This matter is considered RUC by the San Francisco 

Division. 
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By agreement between 
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1 Ithe interview was conducted under the same terms as an 


agreement 1 


1 


the or: 

Lcrinal of 


which is attached to the FD-302 reflectina interview of 

1 
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Office of Thrift Supervision 


Washington — : 

residence | 

telephone mi 
information: 


the : 
that 


eohone number | 

I Reston, Virginia TZU71 
□provided. the following 


said he has 
Bank Board 


the OTS and 
Prior to 


said that LINCOLN SAVINGS AND LOAN 


ASSOCIATION (LSL) came t 
when he was informed by| 


ition J uly or August of 1986, 

I that San Francisco Bari 


in July August 01 lyao, urn-ruy yem-LuJ ' discussions concerning 
LSL, the findings of the exam team were discussed* The findings ^ 
revealed that a high conc entration of land and land loans were >> '_ 
beina invested in by LSL. said he recalled that ; ; v. 

there were also high-risk transactions and some transactions had . ^ 

no documentation or proper underwriting. | also said ~- 

.that he recalls that accounting # procedures were an is sue, as welT 

as concerns that the land appraisals were too high. | 

said as a result, new appraisals had to be obtained, and 
additionally, San Francisco Bank Dist r i ct retained punk bond 
experts to assist in the examination. | also stated 

that a market value study of the Phoenix real estate market was 
also obtained. 

| said that between ^Uy and August of 1986, 
the San Francisco Bank District circulated a draft copy of a 
Recommendation for Receivership or a Cease and Desist Order 
| | said in his mind he just assumed that LSL would be 

shown to be insolvent, and as a result a Receivership would be 

the appropriate enforcement tool. | (said he a_so • 

remembered that the examiners were compl a i n i ng becau se _ they _ could 

not get documents from LSL management. | , Jsaid this is 

abnormal because usually the thrifts tinder examination were 
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cooperative in the pr ovision of documents for examinati on 
] said that[ 


San Francisco Bank District, 
the lack of cooperation. 


_had_ 


]for the 

sent a letter to LSL regarding 
said that by this time he 


was in the "loop" because of the fact he was an enforcement 
atto rney and as a result was receiving information relative to 
LSL. | | said, in fact, San Francisco Bank District and 

the Washington supervision were frustrated that everything 
regarding the examination was taking so long because of LSL's 
lack of cooperation. 


I 


] said that it was during this time that 

an attorney with KAYE SHOLER, a New York law 


| Oil CA W A. Mi 

firm, started complaining about leaks from the agency regarding 


LSL. 


I 


said he was not present in the September 
"~™ 1 and attorneys for LSL 


1986 meeting bet ween [ 

\ I when the discussion occurred c oncerning the 

' ■ « i ■ i i ^ ^ i /- _ ? j * I I . 


availability of documents for the examination. 
that he' beli eves that the meetin g was in Washim 
said that he knew of] 

employed 


met him whil e, he 
[said 




was 


.on, D.C. 
because he 
at the SEC. 


] said 


had 


during this time,, represented! 


In November 1986, 


told' 


that the 


San Francisco regulators would not~geet with CHARLES KEATING. 


i i said that on November 5 , 1986, 

meeting in San Francisco a ttended bv KEATING , I 


there was a 
I and one 


other indiv idual from LSL. 

I I and another member of | | staff also attended. 

During this meeting, KEATING stated that he had taken a failed • 
thrift and made it profitable, and during this time the 
Government had changed the rules on him. KEATING said he could 
not make money by making single-family home loans. KEATING said 
they could not make money doing this because it was due to the . 
overhead and borrowing costs for short-term loans. KEATING said 
that he had purchased LSL to take advantage of the real estate 
development earnings potential. KEATING sai d everybody a greed 
that he could borrow money to develop land. | said 
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there was a general agreement at this meeting that LSL was, in 
fact; not a traditional thrift, and that LSL would be required to 
provide more capital reserve. The only issue was how much 
capital, and the concept was offered by KEATING that LSL had 
"unrecognized value," and this value had not been established or 
recognized by the Federal Home Loan Bank Agency . There was 
agreement that at some future date there would be a system set up 
by LSL and San Francisco regulators where, together, they could 
determine th e tp*i vaip . of LSL. After this reevaluation was 
established, | | could then recommend the capital 

requirement for LSL. 




September meeting between 


1 


aid there had been an agreement sLa the 

I that an attorney ' 
requested by the exam team prior 


on .site would ravip- w documents re i 
to examin er review. I I : 

] [als o continued to complain about leaks from the agency 


said that during this time. 


1 spi d the Office of Enforcement was also told by 
to initiate a "407" investigation of the back- 


• , dating < and file-stuffing • .that occurred at LSL 
.San Francisco had also, submitted rough drafts o^ 
concern to Washington supervision. |_ 


] said 


a supervisory 
Isaid that 
kept asking San 


Washington supervision, in particular ! _ 

Francisco wh at was the delay with receipt of the reappraisals. 

| said there appeared to be a disagreement how to 
proceed, in that| wan ted to spend more time on the 

file-stuffing and hack-dating, and I . | wan ted to spend 

more time on the exam to prove LSL was insolvent. 
resolved thi s issue b y directing both aS&as to be reviewed. 

hatl Idid the file- stuffing 


said ' 
and 


investigation 

"407" investigation. 


continued in the 


said when the appraisals had been completed 
and were being forwarded to Washington, D.C., some of the 
•properties were big losers and some of the appraisals came in . 
higher than those that had been submitted by LSL. 
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| said after it became known that the 

examination was alm ost completed , t here was a series of 
discussions between | land I I where they discussed 

the recommen dation that would be made to the LSL Board. 

I I said they allowed one week for the LSL Board to review 

the examination, and they anticipated tha t the LSL B oard would 
TPfTigg to g-ign a Cease and Desist Order. I I and 

| Ehen agreed th at a Notice of Charges would then be 

sent to LSL. 


' in -fac 


] said he still believed that LSL was 
"creating a -record or agency abuse" for any court hearing -that 
enforcement action taken b y the agency. I 
ct, had instructed the. law firm of T I 

] to - prepare a Notic e of charges _ and to anticipate litigation 
.in May or June of 19 86. .1 
to the discretion of 
Notice of Charges one wee* to_a 
KEATING and high management. |_ 

"thrown out of the window" when LSL 

the examination. The extension allowing LSL to rebut the 


} 


]said they left one issue open 

and .that was whether to delay the 
low the tak ing of depositions of 


]said the schedule was 

asked for time to respond to 


examination was granted by San Francisco. 


said by this time .the exam had_been 


reviewed bv W ashington supervision, specifically by| 

j and they both agreed that LSL was "a disaster 


and 


waiting to happen." 


said that he could only fix the 
his involvement in the MOU 


[ 


date as the mi ddle of 1987. as to V WU. V WUUii J.14 

neg otiations. I I said that he was aware that KEATING 

and | | met as a result of the MOU, and shortly 

thereafte r, an H5u was sent to Washington Supervision by] 

The lett er that conveyed the MOU said that it 
"memorialize d" what I I and KEATING had agreed upon. 

said that l I then came to Washington for a 

meeting to discuss th e MOU with| I and I 

J said that the meeting with|_ 


3 


i 
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r\ ■ if 


and | basically was to determine what LSL wanted, 

and what it wanted was to "basi cally be left . alone . *1 — The MOU 


which was forwarded to 


and 


was 


_ "never 

considered as accepted at tiie federal Home Loan Bank Board. " The 
LSL draft MOU was, i r fact - the opening position for LSL. The 
document provided bv l I was the "first utterance of MOU 

language," and the MOU signed betwee n the Bank Bo ard and LSL had 


evolved from this initial document, 
that the initial MOU, as supplied by 
the Federal Home Loan Bank Board. 


said, in fact, 

was never used by 


[ 


said that prior to the 
LSL draft "memorandum, there was a review by [ 


submission of the 
~ ~ I of the 


there was a me eting 
told I I that 


San Francisco fi ndings. After this r eview , 

with l ~l an attorney for LSL. | ti , 

LSL would have tip est ablish lo an loss reserves, and during^this 
discussion ] , I told l I that LSL would not accept or sign a 

Cease and Desist Order. 


. said, .that 

■Enforcement Review . Commi±±ee__£EECl 
advise the . Ban k ; Board . '[ 


'.this- time '.tha 


Bank. 

hat|_ 


and 


with .-KEATING -.regarding the MOU 


Jrecommended the • r 'C' 

;o review the LSL problem and ^.;4'£v ' 
__ recalls that it was during 
then started having meetings 


said that prior to this, in the fall of 
1987, prior to the MOU negotiations and the ERC review of LSL, he 
traveled to San Francisco to work on the Cease and Desist Order 
with the San Francisco Regulators. 


ERC meetings, f 


lea -id that he attended the majority of the 
] KEATING refused to attend an ERC meeting it 


] 


representatives from the San Francisco Bank District would be 
present. As a result, the meeting was reschedule d for March 25 , 
1988, for KEATING to present his cas e to the ERC — I I — 

said that KEATING was present, as was 

I I said they recalled KEATING responding 

to a question concerning political influence; however, the 
question was directed toward influence on the local level to 
obtain zoning and water right s, etc., which would ensure his land 
development being successful. I v 

said that he was talking on behalf of ARTHUR VOTTNft ACCOUNTING 
FTRM and not dust his personal review of LSk» I 
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I said that the ERC meetings were tumultuous 
and ill will was created between San Francisco and the _ Committee . 
San Francisco felt they were excluded, and did not believe that 
the ERC should be considerin g the transfer of supervision from 
San Francisco. | ^ said that LSL had imposed the 


transfer as a condition to 


settlement. 


said that on May 5, 1988, the ERC made its 

recommendation to the Bank Board. The ERC recommended three 
options and the Bank Board accepted < option number one, ( which < 
included a supervisory agreement which set operating limitations 
and co nditions on ls i,. The MOU was also used as the enforcement 
tool. | T said that in relation to the MOU, he recalled 

that there was an issue over the "monitor, " which was to be on 
site at LSL. KEATING objected to this monitor because KEATING 
said he could not negotiate deals if he could not conclude^-the 
deal until r eview by the Federal Home Loan Bank Board. 

[ "| said there tjag a ■nftt-rrvHatftd settlement, and 


n1tT-mate1v.t-.be monitor 


.said. 'the Bank Board got wnar ax wanned Decause TSU 
had to disclose- significant, transactions to the Bank Board within 
a three-?* to five-day period of time. 


::^b6 


. said -that after the Map 
recommendation made to the Board by the ERCi 




■";- ; ;Vr]b7C . 


[ 


took over the negotiations and worked withT 
said that he came back into the "loop" with tne commencement: or 
the July 198 8 examination, as an enforcement attorney. 

"1 said he had no input into the selection of examiners 

' ha±_jfche_Bank 


for tne July 1988 exam; however, he understood t 
Board wanted a "blue ribbon" examinationyteam. |_ 


he saw no evidence of any attempt to cof^Sr ol the direc 
July 1988 examination or anv evidence that I “ 

given full latitude byT 


was not 
said that the July 


said 
.ion of the 


1988 examination was conducted without any control emanating from 
Washington. 


was 


not aware of the April 2 
I and the u.s. 
H I said . 


said that he. 

or April 9, 1987 meetings between l 
Senators with the San Francisco regulators. 

when he foun d out, he was, in fact, upset | 

~l and was not i nforme d as to the meetings. r 
in his opinion. I Iwas more available to politicians 




said tnat 

than was [ 

wh ich invo lved 
of 




the AMERICAN 
accessibility by politicians 


f cited the 

SAVINGS in California, ES an 


Jmatter, 

example 








1 
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I sa id the only p olitical contacts he 
personally had were from| I who wa s an employee of the 

— T-* ' ? 1.J * * 1 


House Banking Committee staff. 


the fact that 


underlined the fact 
a Congressional 

member, but only a member of the House Banking Committee staff. 


was not an employee of 


said that a House Banking Committee staff member 

had r eceived a report that the examination of LSL was taking too 
long. lalso allud ed to the fact that LSL wa s not prod ucing 

documen ts ♦ | I said that he recalled that| 

also attended this meeting, as well a member from the 


[ 


Federal Home Loan Bank Board Office o f Congres sional R elations . 


said that he and 


examination was ongoing. 


only told 


that the 


:SW. .. 


•.vVyc- 


. said he does not know who arranged for this . 
meeting, 'oruy mat tne Federal Home Loan Bank Board's Office of • ■ 
•..Congressional .Relations received the telephone call. I I - 

••■could not identify th e names of th e individuals, wh o told hi m to ' • •- 
•..•attend this meeting. I I said he believes I ~1 got 

: the cal l ..from the Of fice of Congressional Relations and then she • 

invited | I to attend because he was the m ost 

• "knowledgeable enforcement attorney regarding LSL. I I ■ 

said- he kept no records concerning this meeting, primarily 
because no indi vidual Congres sman had requested this information 
only a staff er. | | did not characterize this meeting 

with | | as unusual , because banking committee staff members 


often request status checks on various thrifts from the Federal 
Home Loan Bank Board. 


[ 


« »* ' 

said that he recenspad no telephone calls 
from Senators CRANSTON, DE CO NCINI, GLENN. MC CAIN, or RIEGLE, or 


their staffs concerning LSL. 


any pressure coming from Capitol Hill regarding LSL. [ 


said he did not detect 


said the o nly pressure he detected was the pressure to get the 


] 


job done. [ 


said the only outside pressure was from 


LSL, and he specifically alluded t o the recusal motion filed by 
LSL, attempting to remove r I and to get the direct 

investment regulation changed. | |said he was not aware 

of any Congr essional pressure on anyone regarding LSL. 


] reiterated the fact that he was not aware of the 


April 2 and Ap ril 9 , 1987 meetings between the U.S. Senators, - 
| and the San Franc isco regulators until after the 
meetings occurred. I I believes that as much as a month 

had passed p rior to his knowing these meeti ngs occurred. 

recalls thatl Mentioned these 
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meetings had occurred. said he was upset because 

there appeared to be an effort on the part of the in dividuals 
attending the m eetings to purposely not inform him, f 
said generally , 


T 


said he does not believe there was any 


political influence becaus e there were only two periods of 
inactivity regarding LSL. | |said that the first period 
of inactivity was on April 20, 1986, after the report had been 
issued. At this time everyone, including San Francisco, agreed 
and they were gearing up to litigate. The delay was ap proved by 
San Francisco to allow LSL time to rebut. | ] said he 

believed that LSL was a "rogue shop," and no e xamination or 


. said 
■me analysis 


enforcement was going on after April 20, 1986. 
the second period of inactivity was in August iyav. 
of LSL rebuttal had been made and there was a need for fresh 
information. When San Francisco attempted to go back in for 
limited - examination, LSL refused to allow examiners on the 
property without a court order. 


''tWH *.' 1 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 7/25/90 


-j-rruan-F nf -hhft Trp.aHiirv' 

"Tgl r epho»e*i_ 


Office of Thrift 
was 


Sup e r v i sioru 40TS-)-,— D 

n . w . r^sMngim«- JLj _ 

contacted' "at his place of employment and advised of the 
interviewing Special Agent's official identity. After being 
advised that the interview re lated to activities involving Lincoln 
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Savings and Loan Association, [ 
information: 


furnished the following 


was shown an undated Office of Regulatory 


Activities (ORA) memorandum from 
the subject "Information on Lipcorn- 
» INTEROF FICE MEMORANDUM," from 


ana a memorandum aeaued 


with 


with the subject "Lincoln deposit nows." (copies 
) | | stated that he heard about this matter during 

" ' » we all scratched our 


attacnec _ 

Pnngreas i onal heari ngs, after which 

heads . " | I said in testimony to the House Banking 

Committee that, with the misspellings in the undated memo, he 
would have noticed it. 



[ 


] stated that his recollection of this request 


for information was "fuzzy," and he believed he g ot the requ est 
for this kind of information by a phone call from| | who 
worked f^ r i I of the Federal Home Loan BanK aoara 

(FHLBB) . 1 remembers a general reference to (Senator ALLEN) 

CRANSTON, and it seems that the request had come from a staffer. 

| | does not think that a staff member's name was mentioned in 

the call to him. This occurred shortly before the Lincoln Savings 
conservatorship, probably within a week or two before. The 
conservatorship was announced on April 14, 1989. 


b6 

b7C 


stated that he believed h e talked about this 


request with an ORA attorney, 
of cover should go on the release ana wnat 'could be released. 


] asking about what kind 

■I in 1 T n 


Investigation on 


7/19/90 at WASHINGTON, D.C. 


F fl e# WMFO 58C-PX-41605 


by SA 


Date dictated 


7/20/90 
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[ 


] believes that the information he gave to 


, had a cover on it saying that it was sensitive and could be 
damaging to the association (Lincoln Savings) if released to the 
public . 



accumulated the in: 

format: 

.on and ga\ 
called in 

j i -i • j 

re it tol 

ma! 

cing a brief presentation. ] 




1 repeated the presentation about the liquidity of 
Lincoln, with information like when deposits were maturing, 
whether people were renewing CD's (certificates of deposit) and if 
they were taking penalties, and what assets Lincoln had that could 
be easily liquidated. The general conclusion was that Lincoln was 
"suffering some liquidity difficulty." 


| left the information with | 

he does not recall whether he subsequently asked if the 
information got to the requester or if it was what they were 
looking for. 


and 


such requests ,f 


latatad tha t, in the usual process for handling 
I would have gotten the request fromf 
would possibly discuss it with 


| stated that the April 10 date on the interoffice 
memorandum is probably right. | ~| had previously looked 

through the memory of his "E mail" (electronic mail) and word 
processor, and was unable to locate either of these items. 


b6 

b7C 


was unusual 


W hen asked whether the subject matter of this inquiry 
,[ | stated, "I can't think of another request 


I've had regarding an open institution for information that 


specific . " Nobody told him why the 
did have a discussion, possibly with 
would be done with the information. 


nformation was wanted . He 
about what 


When asked whether he woul d have re tained copies of the 
information related to this request, | | stated that he would 

have retained copies of what he used to prepare it, but he could 
not with certainty determine exactly what documents were used in 
responding or included with the response. His boxes of documents 
were forwarded to the document depository in the Lincoln matter, 
but he has not been through those documents that have been 
returned to him. 
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When asked about what att achments were included with 
the reply to this inquiry, | stated that he recalled a 

schedule showing all CD's by maturity date. He stated that they 
were tracking them, especially when brokers' CD's were maturing, 
because they were not renewing them. Also, there was a memo 
regarding Lincoln's deposit outflows, commitments and remaining 
cash. 


provided the following descriptive 
information regarding mmself : 



Bowie, 




Office of 

Regulatory Activities 


Federal Home Loan Bank System 
801 Seventeenth Street, N.W. 
Washington, D.C. 20006 
(202) 785-5400 


MEMORANDUM FOR: 


FROM: 


SUBJECT: Information on Lincoln 
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Pursuant to your request, I am enclosing information regarding 
deposit balances. and liquid assets of Lincoln Savings and Loan of 
Irvine, California., it is my understanding that Senator Cranstin 
has requested this information for use in the Senate Banking 
Committee. Due to the sensitive nature of the Lincoln situation, 
Senator Cranstin should be reminded that this is sensitive 
regulatory information and is not for public dissemination. 

As you know, Lincoln is a high-visibility institute and we do not 
want any information to emanate from the Bank system that would 
potentially create a decline in depositor or customer confidence. 
It is recommended that you transmit this information to Senator 
Cranstin with a cover letter that requests both him and the 
Committee not use or discuss this sensitive information in a 
public setting. 

Attachments 


OTS-CRC-0001068 


I 



> 


, J r 




INTEROFFICE MEMORANDUM 



Date: 

From: 

Dept: 
Tel No: 


lO-Aor-1989 09:39am EDT 


DBA 


Subject: Lincoln deposit flows 


| has asked for any deposit flow 

information that we have on Lincoln, over the last two months. 
Please send that to him by e-mail ASAP. I told him that outflows 
were not a serious problem yet, and they were in compliance with 
liquidity. 


You may nee d to get info from our people, 
I may also have. 


or the state examiners. 
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On July 20, 1990, 

Towey, 1 914 Sunderland p lace. N.W. 

Attorney I I during an interview of f 

I Ipv Federal Bur eau of Investigation 


and 


Agents (SAs ) | 

interview, tn6 interviewing S pecial 
April 2, 1987 memorandum from] 

MC CAIN. 


Paralegal, Cacheris and 
Washington , D.C. , acco mpanied 

LEEjC ) Special 

During that 
a copy of an 


seism 


^s requested 

| to Senator JOHN 
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Later on July 20, 1990, 1 lteleph onically informed - '"\ 

SA ALEXANDER that he would mail to SA | Ha c opy of the / V ) 

above memorandum. On July 24, 1990, S7d [received the 

memorandum (copy attached), which was ryceiveu via r U.S. Mail at 
the FBI Northern Virginia Metropolitan Resident Agency on July 
23, 1990. 
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TO : SAC, PHOENIX ( 58C-PX-41605 ) (P ) 

FR0M^f«9|J^AC, WMFO ( 58C-PX-41605 ) ( C-9 ) (NVMRA) ( P ) 

SUBJECT: ALLEGATIONS CONCERNING U.S. SENATORS 

ALAN CRANSTON, DENNIS D. DE CONCINI, 

JOHN GLENN, JOHN MC CAIN, DONALD REIGLE; 

CHARLES H. KEATING, JR., dba 
LINCOLN SAVINGS AND LOAN ASSOCIATION 
OF CALIFORNIA (LSL) AND AMERICAN 
CONTINENTAL CORPORATION (ACC), 

PHOENIX, ARIZONA; 

CORRUPTION OF FEDERAL PUBLIC 
OFFICIALS-LEGISLATIVE ; 

00 : PX/LA 

Re 7/18-20/90 meetings among LA, PX and WMFO Case 
Agents at Washington, D.C. 

Enclosed for Phoenix are the following: 

1 1 ] the original and two copies of the FD-302 of 


-£|2) a 1A envelope containing interview notes re 
(3) the original and two copies of the FD-302 o 


(4) a 1A envelope con taining an envelo pe and enclosed 
2 April 1987 memo, received from I 

N y, 1 1 

,(3> Los An gelas ( SARA ) ( ends . fi) 

2-Phoenix (ends. 4) , s \\<*1 

2 -WMFO 5^ -VK-Uv wO.' I 1 / 

REA : rea . , :m 

( 7 ) t StRiALIZCD FILED C 

U>*rT7 \ - ..-7 


Approved: 
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58C-PX-41605 
REA: ra 


Enclosed for Los Angeles are the following: 


(1) two copies of the FD-302 


(2) two copies of the FD-302 of 


It is noted that stated that he has 

not reviewed records which ne nas received oack from the records 
depository in Arizona, and that he could not with certainty 
determine exactly what documents were used in responding to the 
request described in the enclosed FD-302. Phoenix and Los 
Angeles are requested to advise WMFO if further inquiry by WMFO 
is desired regarding the initiation or disposition of this 
request for information about LSL . 

Investigation by WMFO continuing. 
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BT 
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CITE: //3630// 

PASS: FBIHQ, PUBLIC CORRUPTION UNIT, SSA 


SUBJECT: ALLEGATIONS CONCERNING U.S. SENATORS, ALAN CRANSTON, 

■ET AL; CHARLES H. KEATING, JR. , DBA, LINCOLN SAVINGS AND LOAN 
ASSOCIATION, AMERICAN CONTINENTAL CORPORATION, CORRUPTION OF 
PUBLIC OFFICIALS - LEGISLATIVE; 00: PHOENIX. 

RE PHOENIX TELCALL OF SA I to SA 


7/31/90. 



b6 

b7C 


■lit 

5^6-py - 4 u*o s~- 



PASe' TWO DE FBIPX 0004 UNCLAS 


FOR INFORMATION OF BUREAU, CONTACT HAS BEEN MADE WITH 

(OFFICE OF REGULATORY ACTIVITIES, 


FEDERAL HOME LOAN BANK BOARD, 


AGREED TO SUBMIT TO AN INTERVIEW ON 


8/3/90 AT 9:00 A.M. AT HIS EMPLOYMENT ADDRESS 






CHARLES H. 


BANK BOARD, 


• f 


THE FEDERAL HOME LOAN 



|AND PHOENIX CONCUR IN THE TRAVEL OF PHOENIX AND 

LOS ANGELES AGENTS TO CONDUCT THIS INTERVIEW. NO REQUEST IS 
BEING MADE OF I 


TO SUPPORT THIS INTERVIEW. 


BT 


#0004 


NNNN 
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upervision 


srJ Lresidence 

Jielephone 

provided me following information: 


said he first met CHARLEST'KEATING . JR. . o 


rsiai 


ice o 
the followin' 


the meet ing, which 
Ithe FHLBB • 


in the 
said that 


l&SEi 


laiEiwiia 


oiiowmg individuals were 

present, and represented LINCOLN SAVINGS AND LOANS ASSOCIATION 
(LSL) : CHARLES H. KEATING, JR. ,1 I 
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Los Angeles Division) and 
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said that the dialogue by KEATING essentially was 
"fresh look" by the FHLBB, and no need to go 

(KEATING) had initiated. 


the need for a 

through with the law suits that he 

said he has no idea how this meeting' was arranged, but 

that the i m' ti a-h-i nrr nhon<=> nail won! rl Tiavo had to go 

either! [said he was 

unaware of the topic of conversation prior to his att endance, but 
was aware that there? had been a prior meeting between! I 

I ' _*t n »• • 


stared 

through 


which KEATING 
in January of 
and onl y 



1 met. 

1989. 



the meeting just described a meeting 
said he did not attend this meeting 


said no one, inc luding I I briefed him concerning the 
meeting between KEATINGf 





_ | KEATING would never sign a cease and desist 
[said that I I essentially 


oraer. 

agre ed with 9 5 .percent of the San Francisco March, 1986, exam of ' : v 
LSL. I I says now he regrets having used the term 95. percent . V 



.agreement, because there were significant-diaagreements between 
the review a nd the March, 1986, exam. I said that 

I I informed him | | of his conversation with 

wu ni i i i u i j-i ~ _ * _*» • . i _ 


in rega rds to KEATINGS retUsiAl to sign a cease and desist order, 
‘said at this time, San Francisco supervision and 


"Washington supervision agreed on the action that should be taken 
regarding LSL, and that was to pursue a cease and desist order. 


b6 

b7C 


C HARLES K EATINg^hirecj~ 
i. I k oparentlv had 


to 


said that 

operate the LSL association. | |ipparen€ly had a good 

reputation within the San Francisco bank district, and as a 
result, the initiation of the cease an d desi st order with LSL and 
its board was delayed in time to allow ! I the opportunity to 
opera te LSL. | | said in time San Francisco determined that 

I was not truly operating LSL, and in February of 1988, a 
meeting was scheduled in Washington, D.C., between Washington 
supervision and San Francisco supervision to determine their 
present position on LSL. 




board member [ 


1 said that the meeting was held in the office of 


3 


recalled 

that there was no cease and desist to be presented to KEATING; 
however, the discussion pertained to the attainment of a cease 
and desist order or so me other type of enforcement tool to be 


sop - 

presented to KEATING. | | recollection is that the cease and 

desist order was not prepared at this time, and that he had in 
his hand a draft cease and desist order; however, other 


b6 

b7C 
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enforcement tools w ere being discussed such as a supervisory 
agreement. I I does not believe that KEATING at this time, 

knew what type of enforcement tool was to be issued; however, he 
had to have been aware that , somethin g was being considered, just 
not the specific-: rincrnnemt. 

KEATING f 




;aid that t he meeting with 

was not initiated 
Howev 


1 


I However. I Isaia it 

is his op inion that all the board members , including] ~ 

] agreed to have the meeting with the staff a nd KEATING. 


r~ said that while the meeting was b eing held in[ 


office, | ' 

argument as to whether [ 


1 ] became embroiled in an 

] should attend the meeting with 


KEATING. As a result, there was never an agreement on the 
enforcement document to be utilized. 






inly wanted the LSL problem resolved. recalls that:-? 

~] had been given a file, which was lateb termed the “secret 
file" by _ KEATING , and this file allegedly contai ned dama ging 
information on the San Francisco bank district. | | said, he ' 

recalls if this information had been true that was contained in 
this “secret file" that the information would, in fact, be 
damaging to San Francisco. 


said that [_ 


] would often ask about 
rarely asked about LSL. 


the progress regarding LSL; however, 

opinion is that the San FranciscS^bank people, 

“S” 


L 




Sallyf 


J were "feeding" information to[ 


I said that on February 4, 1988, he did, in fact, 
meet privately with CHARLES KEATING, and they "had a heart to 
heart discussion." This discussion primarily was a soliloguy by 
KEATING, describing how he had taken over a failed LSL 
association and turned it around . He further discussed his 
ability to run the thrift in a manner in which "everyone would be 
proud of LSL. " KEATING said he had seen the seriousness of his ' 
past, and he r ecognized the seriousness of the problem, and he 
wanted I to know that he could run the thrift properly . 

said that he was "snookered in" by KEATING. I i said 

lifter the meeting with KEATING ended, they called in their 
staffs, and the meeting continued. The meeting with respective 
staffs, would, in fact, have been on February 4 and 5, 1988. 

further recalls that KEATING assured him that no dividends 
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were going to be paid to him or his family. 1 I said he 

further recalls that KEATING said that he w ould inf use a 
substantial amount of capital into LS L, but | | does not 


I 


r j believes that through the 
eventually "t frrew out» a ten 


?£ 


also 


recall the amount discussed- 
series of meetings that he \ 

million dollar figure and KEATING responded, yes 
stated that during these meetings, the best effort ro raise 
additional capital in the amount of $50,000,000 was also 
discussed. I believes that the final figures of infusion of 

capital, and amount of best effort were finalized because on 
March 25, 1988, when KEATING and his associates made their 
presentation to the ENFORCEMENT REVIEW COMMITTEE (ERC) , these 
figures were documented in written form. The amounts had been 
documented so that the ERC members could ask KEATING and his 
associates questions. 



does 

Lwere 





i£[ 


not recall 

present, f 

report , in which, he discussed the last two years of 


[ 


ad conducted had been reviewed by the local (Phoenix) 
and the N ew York office of .ARTHUR YOUNG ACCOUNTING FIRM. 

] said that LSL was a ve ry profi table ins titution and had 


adequate capital and reserves. 


said that 


] 


presentation was very influential, in view of the fact, the only 
audit that the FHLBB system had up until this time was the March, 
1986, examination of LSL, which was by now dated . I Isa i d 

and the ERC members were aware of this fact, and| 
represented a big eight accounting firm, and their audit was ' 
fresh. During the ER C presentation of March 25, 1988, KEATING 
denied having offered r l a io b. and fur ther 

explained that he had not actually offered [an employment 

position. KEATING, although not saying He aid not make the 
offer, only said he was not at a stage where he could make an 
offer tc j KEATING further agreed that he and his family 

would not receive any dividends or salaries from LSL. KEATING 
further stated that he would infuse $10,000,000 immediately into 
LSL, and would make a best effort to raise fifty to one hundred 
and fifty million dollars more capital for LSL. 


I 


Isaid of the two presentations (KEATING and 

presentation was the most significant in 




causing u ne j^kc no certain recommendations to the bank board. 

H was introduced as an independent and outside auditor, 
and he had a fresh examination of LSL, where iq comparison the 


:em, had a dated examination. 


3 


said that without 


| presentation, the ERC would not have recommended 
transfer of supervisory authority from San Francisco, would not 
have recommended a new examination of LSL, and the ERC most 
likely would have voted for the issuance of a cease and desist 
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order, whi ch would have been supervised bv the San Francisco bank 
district. I ~| however, stated 

that the like: may nave decided to go to a different district for 
negotiations reg arding the cease and desist order; however, he 
was certain that l | was extremely persuasive- in his 

presentation, and had direct affect on the ERCs recommendation to 
ths FHLBB • 


v •*- 

\*V v 


[ 


]said that during the ERC meetings, the bank 


board received presentation from various agency employees, such 
as Seattle and San Francisco, and still there was no strong 
evidence that LSL was insolvent. The presentation on the part of 
KEATING and his associates, although providing a feeling of 
comfort, left some doubt as to the amount of risk and exposure to 
the insurance fund, and as a result, it was decided that an "on 

site monitor" should be at LSL. There were a series of 

negotiations between LSL and tha fttt.bb. and u],timatelv| 1 

I l of the July, 1988, 

examination, would be the on site monitor, .although not actually 
being physically on site. 


believes that the ERC made its final 
•recommendation to the bank board during late Ap ril . 1988, 

(possibly April 25 to April 30, 1988) . I 1 although not : j± 

recalling the ..exact date > does remembe r being in the office of 
I ~| called KEATING to inf orm mm - 

of the monitor issue and discuss this issue with KEATING. | | 

believes this is the first time that KEATING was made aware of 
the fact that the agency wanted a monitor on sit e at LSL. 

KEATING during this discussion flatly told| |that the monitor 
not be on site at LSL. During this telephone conversation. 


v* 





| finally agreed to use different language in the Memorandum 
or understandin g (MOU) as it related to "monitor." The end 
result, was that| | would have to be told of all 

significant transactions within a short period of time. KEATING, 
in affect, took the position that the re should be no "prior 
approval" of any transac tions of LSL. | 1 stated that the 

conversation with | h nd KEATING ultimately became what was 
reflected in the actual language of the MOU signed on May 20, 
1988, between LSL and the FHLBB. 


fromf 


I 


Isaid thatf 


land he, with input '• 
J negotiated the MOU". 




S said there was absolutely no input from the board or any 
ource during these negotiations. The only involvement 
WALL had concerning the negotia tion of the MOU was when he (WALL) 
called KEATING _ on May 5, 1988. | I said that the telephone 

call fronT” 
board 
them. 


T 


enforcement 


to KEATING was the Friday of the week of the bank 
aeting when they accepted the ERC options and voted on 
_] said there has been some "to do" about what the 
document was called, and when the ERC completed its 
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this document . The 

I recalls that KEATING 


review, there was no label attached to 

document intimately became the MOU. 

wanted the document to be labeled as "soft" as possible; however, 
there was no conversation with LSL re garding the MOU after the 
May 5, 1988, telephone call of WALL. 1 l further stated there 

was no input from any board member as well , or any other outside 
source after this date. 

L Lsaid he is unaware of any conversations between 

KEATING and | ~| or discussion on the "prior approv al." I [ 

said, in fact, that if these discussions did occur, was 


never informed by| | or anyone else . I I say s that he does 

not recall any cjorrcacp r by I Tor anvp na 


associated with 


contaS 


during this period of time. 


said that he does not recall any contact from any senator or 


further 


"prior approval" issue. 


rr reaarama me "on s 
| further stated 

are mom 
he is u 

l Hill regarding LSL. 

T 


unaware c 
JfurtHe? 


that would suggest a solution, or an answer ‘to any Questio n thafcq£ 


had been proposed by anyone associated with LS L. f 
stated he received absolutely no pressure from|_ 


] and 


3 


further-’/ 
is 


unaware of any other pressure from the board members or any other 
source concerning LSL. . f:\:f ■ 


said that in early 1989, he received a telephone 
~ ^ and the substanpe_a£_tl^is phon e call 


call froml 

related tb the proposed sale of LSL. 


recalls 


saving 


"Don’t wo rry abou t the hill, we have 

-t-h i a . statement 

was attempting to dete: 


] 


said that 
declaratory 


mad 


statement wnen 

there w as _ any opposition to the proposed sale in. 

lsaid he made no sta tement, whatsoeve r, which 

elicited this statement byl [believe?, 

wni 


it taken care of 
in the context of. a 
e if 
mind. 

have> 


shou 

that 


imine 
~~\ mir 


was merely trying to see what problems were facing 
Canif.ril Hill was a problem, the matter had been "taxen care of." 
further stated at this time, the FHLB B had "be en beaten 
the GONZALES 


and if 


up 1 ' by 
that 
the 


saie 


believes 


HOUSE BANKING COMMITTEE, 
believed that the bank board had the perdeption that 
LSL would not be approved, because the bank bo ard was 
GONZALES HOUSE BANKING COMMITTEE. | added 7 


■or 

"afraid" of the 

that he never received one comment from any member of the ’ SENATE 
BANKING COMMITTEE regarding ISL. 


Istated that, in fact, had he detected any such 
effort on the part of any member of Capital Hill, he would have 
"immediately blown the whistle." If he had _ perceived these 
contacts or any contacts as pressure or. ]je3 i eved that others were 


being pressured on b ehalf o 
appropriate action. 


f: 


LSL, _ 
stated 




that|_ 


said he would have taken 
]did not even see his 


testimony prior to it hSlhg presented to the GONZALES HOUSE 


b6 
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BANKING COMMITTEE. 





believes that 


was being pressured 


from Congress in a gen eral sense, because he was in his office on 
occassion when| | secretary would n otify him that a member of 
I Congress was waiting on the t^l Anhono. I I said? ^ 

further said that he is unaw are of any pressure ever exerted on 


staff. [ 


I by members of Q 
Jsaid that one board membe r. I 


former board member in May of 1988, told, | uxau pj.CDOUi.c j j 

regarding LSL was coming from Washingt on , D . c . in the form of | | 

J said that, as a result of | ~| pres sure, he was 


gnoress or their 
and a 


rtnat pressure , 


staying away from any information regard ing LSL. I I said the 

implication of this statement meant that l l"wou ld grab hold 


of a shoe and not let 
not certain what[ 


O ther tha n this, 


examiner had approach 



]said he was 


further informed him that an 


ana said that he was told to^«*£ind 
more stuff” on LSL, and this pre ssure to 11 find mo re stuff” was 


coming from Washington, 
this examiner to him. 


said that 


3 


never identified 


was displayed a memo, dated February 8, 1988, 
] In this memo th <a -poi i ow-i ncr linp. was 

J request. 




from | 

•.underscored. "The meeting was held at 
and he r ecommended that a "peaceful resolution" be agreed upon. " . 

I c ommented that there was absolutely no pressure from any 

board member to resolve the LSL situation. The only pressure 
ever exerted on the agency to resolve the LSL problem was simply 
that they wanted a solution to the LSL situation; however , the 
means to obtain this was left solely to the discretion of I I 


mec wiu i KEATING or n.is associates no resaj 
]said he had routine briefings witn|_ 


ive tms prop i.enTI 


and there was never any indication that there was pressure from 
any source to obtain a "peaceful resolution" to LSL. 


_ said that[ 
disc ussions with' his staff 


was 


never "politic 
stated that he 


ic al" in h i 
tie * 


that | |WGU±d Immediately quit if they 

construed or de tected s omething that was considered 
inappropriate. | las stated previously, was aware that 

Sti 


is 

knew 


received a lot or gem 
this pressure to his staff". 


al p olitical pressure . but never rel ayed' 
| | said he was present whenf 

would receive telephone c all's, and apparently receive "an 


^ . ^ „ earrui"' 

from the caller. However , ! | could not recall the identity 
of the callers. I 1 however, reiterat ed the fact that they 
were not waare of any pressure passed f rom | | to his staff. 


between 


I 


i . said that he was never aware 

bnd KEATING when they were alone 


•1 


anv meeting 

said that 


b6 
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would have had knowledge of any poli tical 

i-es. | 


contacts made on behalf of KEATING or his companies 
characterized 


stated he is unaware of any contact from Capital Hill with 
that specifically concerned LSL, CHARLES KEATING or his 
associates and subsidiaries. 


said that he recalled 


the political contacts on other issues, but [ 
these contacts related to a specific thrift. 


"hinting” about 

Inev er said 

1 Isaid that an 

employee of the GONZALES HOUSE BANKING COMMITTEE J I 

This 


attempted to obtain employment with the bank board 
attempt, however, was unsuccessful, and afterwards 
to go o ut of his wav to give the bank board a "hard 
1 1 identified ! ~| also a member of the 

banking COMMITT EE . who also sought em ployment with the bank 


lseemed 
time." 

GONZALES HOUSE 


way 


% 


I generally would say 
■ho give us a hard"* 


board. | Isaid to his knowledge, 

it's "n o wonder I I goes out of his" 

time.' 1 | j related the difficulty in the timing of 

notification of testimony on the part of agency employees when- : ”'Hv- 
•the GONZAL ES HOUSE BANKING COMMITTEE held a field hearing in San' # 
Francisco. | 1 stated that the letter requesting the 

employees to testify was l ate, and did not give full details 
about the hearing agenda. I I said that he believes that the - 

San Francisco bank district employees were telling the GONZALES' '• 
HOUSE BANKING COMMITTEE to be critical of the agency for not 
being tougher on LSL. 


^ VI- „ 
rgv*' ; 


any form 
RIEGLE. ' 
of their staff. 



stated he never received any communication in 
nators CRANSTON, DE CONCINI , GLENN, MCCAIN, or 
said the same statement would apply to any member . 
said he never received any form of 


contact or communication with the Senators^ and their staffers, 
specifically about CHARLES KEATING, LSL, or his other business 
entities . 


i sa id the only cont act he had with a staffer was 

enl | made a brief contact with 

' ' ,s leaving the GONZALES HO USE BANKIN G 

meeting. | |said that CRANSTON'S aid. I I 

had a n office near the GONZALES HOUSE BANKING COMMITTEE 

said that LSL had become such an issue that. 


COMMIT! 


lafter he[ 
TEE meetii 


3 


mating room. 


he was relucta nt: to meet with[ 


1 without a wit ness, and asked 

■ r- /*• * I I ! ji 


i to accompany him tof | office, 

although he wasn ' t certain, he thou ght t hat LSL couia ne a 


of discussion wi±hl 
report on LSL. 


Tasked 


! 


said 

topic 


for a "status" 


]said tfy at the questions were related to a 
said that the gist of the questions 


proposed sale of LSL. 

were, why hasn't the bank - board done something with the sale. 


The questions were generally information; 
consider the contact or the questions by 



]did not 


as improper. 
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mi 

‘^Vr* 
i i> *‘ 


said that, this meeting with! 


-lllcL 

three minutes . I did not ask 

behalf of KEATING or LSL. 


lasted no longer then 
to do anything on 


.was displayed a memo that he prepared, 

February ’ ^4, i98§, which referred to a telephone call to| 

pn February 8 . 19 ^9^ This memo related to the application 


ror sale of LSL. 
that the meeting with 
HOUSE BANKING COMMITTEE With 
date of this memo. 


gtat a ri ha -r apalled the memo and believed 


(meetin g - after GONZALEZ 

occurred before the 


. said he does not recall any other contact with 

by telephone ; however, he would have to review his 


telephone logs to be certain. 


said that he is una ware of any contact of 


Senator _ CRANSTON 1 s office with I I with exce ption of a cali* 
concerning the proposed sale of LSL. I I said he has no £2 rst ~ • 

hand knowledge of this .call. He was informed of the call tcj 
by I I is unaware if the call was made by Senator. - - 1 .* 


CRANSTON or a staff member. 




JE 


said that he had numerous telephone contacts 
with KEAtflNG until the receivership of LSL; however, I l ean V ; 

only state the predominate theme of these telephone calls. 

| said KEATINGs main theme was that he was being treated • 
unrairiy by the agency. The accounting firm, ARTHUR YOUNG, was 
saying that LSL was solvent, and WALL STREET was even saying the 
AMERICAN CONTINENTIAL CORPORATION (ACC) was a strong firm. 

KEATING was ready to infuse $10,000,OQfl_Jiifca LSL, and he or his 
family were not receiving dividends. sa id that this theme 

was woven from July, 1987, until July of .1988. | said from 

July of 1988, until the end of the examirSffeion, KEATING would 
always .say "lets resolve" the issues on a conversational basis. 

said that after the July of 1988. exam, the theme of "Lets 






work together and get LSL sold", 
done" as an example 
(after July, 1988) . 


| off erred "We can get this 
2INGS statements during this time 
said these were t he three d istinct 
themes that KEATING would always discuss with l 


[ 


]was displayed handwritten notations, which 


appeare d to describe a conversation between himself and KEATING. > 
identified the conversation; how ever, he said the 
no-canons were not in his handwriting. I | further stated 

that when he spoke with KEATING, he would always have someone 
monitor the telephone call, and the_nerson monitoring this call 
was the individual making notes. I | however, could not 

identify the author of these handwritten notes. 


identified this telephone conversation as having 
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occurred February 27, 1989, in which KEATING said, "I guess I 
have to either go broke or to jail, prefer to go broke.” Later 
in this conversati on KEATIN G again stated, ”1 will quit so that I 
don't go to jail.” I I said he recalls KEATING making these 

statements to him and the statements were made in the context 
that the regulators would find all kinds of problems at L SL. and 
KEATING then would be accused of causing these problems. 1 1 

said that the first "jail comment" was when he was having a 
conversation with KEATING in an effort to get him to sign a 
consent cease and desist order. The second comment about "jail" 
was made whe n KEATIN G said he would not be at LSL when it was 
taken over. | | said that this conversation occurred on 

February 27, 1989. 


sent I 


1 said t hat the national exam began in July of 
said that he was aware that af- 

r- _ _i ! J || | 


1988, Of LSL. [ 

star ted there were rumors of a "white wash 


5 


,er the exam 
aid that he 


]to Phoenix because of the rumors^. 


m i | I ww 1 . UULC -L. I 

|met with the examiners in charge, and also he had 

conversations with various district directors concerning these 

rumors. I | said that the apparent cause resulted from the'. 

fact that the LSL exam in July of 1988, was the first tim e that 


:ime_ 

out of district examiners were mixed into one exam team. \ 
said there were even different ways of the examiners submitting' 
.vouchers for reimbursement of expenses, and different districts 
.even had different travel days charged, which created problems . 

I I also stated that there were four different examiners in 

charge , plus the supervisory examiner in ch arge, wh ich was STEVE 
I I and this apparently cause problems. | | stated that at 

no time did he witness any outside pressure from any political 
figure or any member of the bank board regarding this 
examination. 


v’ ~ 


| 1 s aid that he was never offered any emplo yment, 

and is not aware oi l I being 

offered employment by KEATING. I j said that this had been a 

concern of his with the formation of the national exam team, and 
had given instructions that any offer of employment was to be 
reported. 


I 


, stated that 

1 caused problems 


_ wim ms metnoa or asset 

classification, and this app arently arouse d the suspicion of the 


examiners working under him. 

in —7 * ti j? 1.1 • __ 


^apparently took the 
"line slips" from t he examine rs back to Pittsburgh and wrote the 
exam at Pittsbu rgh. I ]said this also created p roblems with 


the examiners . 

J 7 t ! I ■» l 


Jalso said that 


inadequate with the asset classifications. 


f 


judgment was 


said that on June 20, 1988, he traveled to 


Phoenix, prior to the exam starting, and met with all the exam 
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participants includ ing the California examiners as well as the 
Federal examiners. I l also stated that he met at this time 

with LSL management in an effort to facilitate the examination. 

said that in September of 1988, the examination 
team learned that LSL and ACC was involved in a tax sharing 
program, in which. ACC was receiving substantial amounts of money 
from LSL. I \ said that he recalls that at least $47,000,000 

was received from LSL, and later it wa s determ ined that at least 
$90,000,000 was "up streamed" to ACC. I 1 said that he was 

not awa re that the $10,000,000 infusion came from tax sharing 
funds. | | further stated that he is not aware of the total 

amount of money that KEATING and his family received from the tax 
sharing program. 
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stated that the November, 1988, restrictions 


placed upon KEATING and LSL, which he highlighted in his GONZA LES 


HOUSE BANKING COMMITTEE testimony, where violated in 
opinion; however, he cou ^d not r ecall the specific violations and. 


°ul£ 

the date of occurrence. I |stated that after they 

transmitted the notification of the restrictions, 

there were certain "problems” with LSL; however, 

recollectio n failed to reveal what t hese problems were. 




on LSL, 


stated that 
in this area! 



would have more information 


, recollection of [ Iwas th at he 

was always very "im passioned" during his ^discussions with | 
about LSL. I I sta ted that he could nor recall talking with 


was displayed a machine copy of a telephone 
messa ge, no date (id entified as baits number OTS-ORA-OO 8 I 88 ) that 
stated T I of LSI* call ed and the message left was "real 

important, personal." J still was unable to recall what 

this phone call wa s about, and again stated he does not recall 
ever speaking with| |by telephone . ' . , 


threat of 


t said 
litigation. 


that the FHLBB was far to sensitive to LSLs 


said he does not believe that 
KEATING and his princ ipal mana gement team believed they were 
doing anything wrong. I ~| said , "This w^ s their value system 


to push everything to the extreme." 


said that LSL was, in 


fact, doing everyth ing every one else in the industry was doing on 
a nationwide basis. 
people "sucked in." 


said that there were just too many 
said in hindsight, he believes that 
only KEATING and a few others top management people knew the full 
picture, and knew where the money was really coming from. 
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said he believes that they knew what actions were stalking 
tactics, and they believed until the very end that they could 
"pull the rabbit out of the hat." I 1 said that the 

Memorandum of Understanding (MOU) contained mor e then t he bank 
board could get with a cease and desist order. f~ 
fact, the MOU got every issue that the Office or 
thought they could get without litigation. 


said, 

"Enforcement 


in 


said that while he was involved with the LSL 

supervision, he never received any telephone call from any 
politic al figure including any of the FHLBB member requesting 
that he I 1 hav e a meeting with KEATING or any of his 

associates . | I believes that he was given the full range of 

operation, and all the resources available to the FHLBB was given 
to him in an effort to adequately and fairly resolve the LSL 
problem. 


was asked if he could recall meeting with 
KEATING on September 17, 1987. In an effort to refresh his 
memory, he was . displayed a document entitlcd : "KNOWN CALLS AND' ■'**• 
MEETINGS RETWEEN BANK BOARD OFFICIALS AND' -KEATING AND ASSOCIATES, - 

I | stated that he could not recall meeting with KEATING -v 

date. ■ 


and 

on this 


stated that in regards to KEATINGS influence on" 
the ERC, he does recall a prevailing theme that all the members- .\-- 
apparently believed, and this was- the fact that KEATING had the 
ability to obtain local zonina_jLn_ari effort to make his real 


m 

estate projects successful. | |sited the lake at Estrella, 

and the highway to Estrella as an example of this ability to 
obtain zoning that was required. However, ! 1 said that this 

ability was never equated with political influence; however. 


% 


stated in hindsight perhaps it should have been. 


] 


stated that he believes that the| 

letter that states that, "th e board is where KEATING wants it", 
could be a forg ery. I ~| said that he has observed valid 

letterhead from | \ law firm, an d there i s a line between 

all the names of the partners. ' On the| | letter, which has 

been in the ne wspaper, these .lines do not appear between each 
partners name. | | further. s-t-a-t-Pd that the letter he suspects 

to be a forgery i s only sign ed | | and in other instances / 

where he has seen |_ Isicmatgr e on valid instruments 


b6 
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as documents he knows that 


(such 


signed) , her name is signed 
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I United S tates 

senate , wasmngron, u.c. . 20510. telephone l I was 

advised as to the identity of the interviewing agents and the 
purpose of the interview at which time he advised as follows: 

_ stated his date of birth is | a 

he was born m Ne w York Citv. Ne w York. His Social Security 
Account Number isl 
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ejLepnone | I was contacted this 

e presence of his attorney ! I was 

advised as to the identity of the interviewing agents and the 
purpose of the interview at which time he advised as follows: 


he was 




5CSST3HI 


| confirmed he is familiar with LINCOLN SAVINGS AND 

and CHARLES KEATING. JR. T 


laariviiiBrell 


KEATI 





H J iJT- V W C >||>«1 MA 1 > r 


caring mem as 

scams or lsl. He does not recall the exam being discussed, 
however does b elieve KEATING vented some rpq arHing 

the bank board | 

specifically recalls that no discussion took p lace about 

I FHLBB . 1 


is also familiar with| 
he represented. AMERICAN CONTINENTAL COEPl 
not specifically recall formally meeting! 


| and is aware 
YTION (ACC) . He does 
lor attending 


by 


Va 
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